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EDITORIAL 


As We See It 


Only a zealot consecrated to some “cause” or 
a politician seeking purely partisan advantage is 
likely to find any sort of general “mandate” in 
the election returns this year. In the attitudes 
and the statements of the political parties and 
their chief spokesmen, as well as in the behavior 
of office holders, evidence of an awareness of this 
elementary fact is to be found in abundance. 
Appeals of. various sorts by various people with 
varied political affiliations were repeatedly made 
in the campaign. Serious and even violent charges 
were not infrequent. When the count is all in and 
reviewed (as several of the individual returns 
are now being reviewed) it will be found that 


none of these had any clear reflection in the 
voting. 


A somewhat less than usual turnabout occurred 
in an off-year election. It switched a slim margin 
of control in Congress to the Democrats and thus 
laid heavy responsibility upon a party which has 
been enjoying the luxury of irresponsibility for 
two years. The why’s and wherefore’s are lost 
in a surprising and confusing medley of voices. 
This is certainly not a situation wholly to be 
desired by either the victors or the vanquished. 
Not only is there a sort of divided command in- 
stalled in Washington, but a divided electorate 
which seemed uninterested in real issues set this 
situation up in Washington. Each of the parties, 
if not each of the individuals representing those 
parties in the nation’s capital, is on its own, as 
it were. 





Yet there are some definitely encouraging 
aspects. What some observers had feared 
namely a positive mandate to move sharply to 
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SECURITIES NOW IN REGISTRATION — Underwriters, dealers and investors in cor- 
porate securities are afforded a complete picture of issues now registered with the SEC 
and potential undertakings in our “Securities in Registration” Section, starting on page 41. 
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Savings Banks’ 
Dividend Policy 


By WILLIAM A. LYON* 
Superintendent of Banks, State of New York 


After calling attention to the removal in New York State 
of a ceiling on savings banks’ dividends, Superintendent 
Lyon explains why the banks must give his department 
30 days’ notice of dividend increases. Notes increase in 
earning power of the savings banks, due mainly to en- 
largement of the mortgage portfolio. Warns against 
“volatility of big accounts,” and urges banks follow a 
conservative dividend policy. Points out building up a 
good surplus by savings banks “is the goal toward which 
good earning power strives.” 


Let me begin my remarks with a quotation. This I 
do in spite of a last century warning that a person given 
to quoting is either ostentatious of his accomplishments 
or doubtful of his cause. In this instance I do not be- 
lieve it can fairly be said that I am 
either a would-be scholar or waver- 
ing in my conviction. For, you see, 
I borrow only from myself and re- 
use a few words that I spoke to you 
from a watery pulpit during last 
year’s convention. The words of a 
year ago which I now repeat were 
spoken just about two weeks after 
the Banking Board had removed 
the ceiling on dividend and interest 
payments and passbook | accounts. 
They followed also the notice we 
gave you that the Banking Depart- 
ment would like to be notified 30 
days in advance of any final action 
on a dividend change. Now comes 
the quotation: 


“The 30-day period is intended to help smooth the 


way from a controlled rate to a free rate. The last thing 
we want,I can assure you, is to replace formal control 


Continued on page 36 
*An address by Superintendent Lyon, at the 61st Annual Meet- 


ing of the Savings Banks Association of New York State, White 
Sulphur Springs, West Virginia, Nov. 3, 1954. 
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Oils the Fund Favorites 
In Third Quarter 


By HENRY ANSBACHER LONG 


Investment companies also continued preference for 
rails, non-ferrous metals and steels with U. S. Steel 
remaining top choice among individual issues. Natural 
gas, industrial and agricultural machinery, auto, food 
and paper stocks also retained their popularity of the 
previous quarter. Chemicals, electrical equipment, air- 
craft and retail issues were sold. Opinion was divided 
on the electric utilities, building and insurance stocks. 


Investment companies continued their interest in the 
petroleum issues during the third quarter of the year, 
stepping up purchase transactions 20% over that of the 
previous three months’ period. Buying was particularly 
noticeable in the portfolios of the 
Eaton and Howard funds, the Fully 
Administered Fund and Common 
Stock Fund of Group Securities, 
General Investors Trust, Wellington, 
Delaware Fund, Fidelity Fund and 
Fundamental Investors. This latter 
company also made the largest pur- 
chase of the favorite individual stock 
of the period—67,000 shares of 
United States Steel. The steel group, 
along with the rails, non-ferrous 
metals and natural gas companies 
continued tc hold the main interest 
of fund managers as during the 
June quarter. Industrial and agri- 
cultural machinery, auto, food and 
paper stocks also retained their pop- 
ularity. 


Selling predominated in the chemicals and electrical 
equipments, a trend which was foreshadowed in the 
previous three months, and was also noticeable in the 
aircraft, retail, glass and container and retail issues. 
Liquidation subsided somewhat in the tobaccos, with 
sales down one-third from the June quarter. Opinion 


Continued on page 26 
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Unilever N. V. Common Stock 


In recent months there has 
been a reawakening of investor 
interest in the outstanding values 
obtainable in certain investment 
grade foreign 
securities. An 
overall inves- 
tigation indi- 
cates that 
Unilever N.V. 
common 
stock is one 
of the most 
undervalued 
securities il 
the market. 

Some of the 
most impor- 
tant factors 
in its analy- 
sis are out- 
lined in this :' 
article. There are two tendencies 
which make Unilever N. V. stock 
unusually interesting at this time 
for investors willing to assume 
the additional degree of risk in- 
volved in the ownership of se- 
lected high grade foreign stocks. 
One tendency is that of the man- 
agements of leading European 
companies to cultivate the good 
will of United States investors 
in order to obtain United States 
capital. The other tendency is 
the growing realization of United 
States investors ihat, at their 
present market prices, the stock 
of the largest European com- 
panies may represent consider- 
ably more investment value per 
dollar in terms of asset values, 
earning power and _ potentiality 
for capital and income growth 
than comparable United States 
companies. 

Unilever N. V. 
particular interest i 
investment circles at the present 
time because it may follow the 
recent action of Royal Dutch Pe- 
troleum in seeking listing for its 
stock on the New York Stock Ex- 
change. During the last two and 
a half years the market price of 
Royal Dutch stock has more than 
doubled. 

The Unilever g: 
nies is a global! 
top management 
land and England. The Unilever 
Group’s top holding companies 
have the legal form of two com- 
panies, Unilever Ltd. (English) 
and Unilever N. V. (Dutch), to 
avoid double taxation. They are, 
however, operated in every other 
respect as one company so that 
a share of Unilever N. V. stock is 
as benefited by the diversified op- 
erations of the whole group as 
much as it would be if there were 
only one holding company. 

Although we have no specific 
information that the company is 
planning to split its stock, recent- 
ly quoted at about $1,100 per 
share, in the Over-the-Counter 
Market, a reasonable assumption 
is that there will eventually be a 
stock split in the neighborhood of 
20 or 30 for one in order to in- 
crease investor interest. 


Charles K. Andrews 


stock is arousing 
United States 


oup of 
enterprise 
located in 


compa- 
with 
Hol- 


Products and Popularity 


Many of the Unilever Group’s 
products in the United States are 
well known to the United States 
consumer. These products are 
manufactured primarily by Lever 
Brothers, a United States subsid- 
iary. Examples of Unilever prod- 
ucts are Lux, Lifebuoy. Rinso. 
Surf, Spry, Good Luck Margarine. 
Pepsodent Tooth Paste and Lip- 


ton’s teas and soups. All of these 
products have large advertising 
budgets and the familiarity and 
popularity of the items should be 
an advantage to Unilever, if it 
should decide to embark on a 
program of developing a greater 
popularity for the company’s stock. 


Industry Position and Competition 

The Unilever Group is reported 
to supply approximately one-tenth 
of the world’s, and two-thirds of 
the British Empire’s, soap re- 
quirements. It also supplies two- 
fifth of the world’s, and about 
three-fourths of Europe’s marga- 
rine. Other products are oils and 
tats, of which Unilever purchases 
and processes more than one-third 
of the world’s supply. It also par- 
tic pates in numerous other food 
fields. 

In the United States, Unilever’s 
chief comyetitors are Colgate- 
Palmolive - Peet and Procter & 
Gamble. Unilever’s United States 
subsidiary, Lever Brothers, has 
not had a favorable record in re- 
cent years and is only beginning 
to be self-supporting but Uni- 
lever’s world-wide financial rec- 
ord shows substantially greater 
progress in recent years than its 
United States competitors. 


Sales, Earnings, Market Price 
And Diyidends 

Since the end of World War II 
(between 1946 and 1953) Uni- 
lever has more than tripled both 
sales and earnings per share. In 
comparison Colgate - Palmolive - 
Peet's sales have increased by 
about 70% of what they were in 
1946 and earnings per share have 
decreased by over 40%. Procter & 
Gamble’s sales are approximately 
two and one-half times what they 
were in 1946 and earnings are 
about 50% higher than those of 
1946. 

The above figures are particu- 
larly interesting when it is noted 
that during this period the aver- 
age market price of Unilever 
common stock only increased by 
about 50%. At its recent price ol 
about $1,100 a share, Unilever is 
selling at less than 7.5 times 1953 
earnings. Colgate-Palmolive-Peet 
is selling at more than 10 times 
earnings and Procter & Gamble 
at more than 20 times earnings. 

Unilever paid a dividend in 
1953 which amounted to approxi- 
mately 4.2% of its average price. 
Colgate-Palmolive-Peet paid a 5” 
dividend on its average 1953 mar- 
ket price and Procter & Gamble 
4.3%. Unilever paid out a much 
smaller per cent of its net profits 
than its competitors and it seems 
clear that it can pay a larger div- 
idend without any difficulty if it 
should decide to use this means 
of making its stock even more 
attractive to the public. 


Net Assets Per Share, Safety and 
Future Prospects 

Each share of Unilever N. V. 
common stock is represented by 
net assets of over $1,200. 

It is important to 
Unilever operations are 
among more than 400 wholly 
owned companies and an addi- 
tional 55 companies in which it 
holds a minority interest. These 
companies operate in more than 
90 =countries. 3ecause of the 
world-wide spread of Unilever’s 
operations, it is unlikely that it 
would be more than slightly af- 
fected by the loss or curtailment 
of a particular local operation. 
This factor provides a degree of 
safety to the stock that is only 
present in a the 
This safe- 
the 
presently 


that 
spread 


note 


few of 
companies in the world 
ty factor is 


largest 


even rare in 


most popular stocks 
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This Week’s 
Forum Participants and 
Their Selections 


Unilever N. V. Common Stock— 
Charles K. Andrews, Assistant 
Vice-President, Templeton, Vob- 
brow & Vame, inc., New York 
City. (Page 2) 

Ruberoid Company Edwin H. 
Muir, Partner, Joon Muir & Co.., 
New York City. (Page 2) 











listed on the New York Stock 
Exchange. 

Because the Unilever Group’s 
business primarily concerns con- 
sumers’ goods, its operations have 
good depression resistant quali- 
ties as well as good growth char- 
acteristics. Soap and margarine 
are generally considered essen- 
tials of life, and they are rela- 
tively cheap essentials. Sales and 
earnings are likely to be relative- 
ly little affected by a depression 

It is most probable that Uni- 
lever’s sales and net profits will 
continue to grow although not at 
as rapid a rate as in the last few 
years. 

The year 1955 provided 
can generally be termed a nor- 
mal economic background for 
Unilever’s world-wide operations. 
The year was probably the most 
prosperous since World War II. 
The situation was not greatly af- 
fected by increasing inflationary 
pressures or international balance 
of payments problems. There is 
also a tendency for world com- 
modity markets to stabilize. The 
excellent record of 1953 might 
well be considered a barometer ot 
expected results during normal 
operating conditions in the future 


what 


EDWIN H. MUIR 
Partner, John Muir & Co. N.Y. Cits 
Members: N.Y. Stock Exchange 
Members: Stock 
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Exchange. 
Ruberoid Co. 


Considering the present high 
level of the stock market. it be- 
comes increasingly difficult to 
find an issue of superior quality 

that has not 

already 

reached a 

price equal to 

its present 

andfuture 

potentialities. 

Sch a s’ock 

is Ruberoid 

Although it 

has,‘to some 

extent, dis- 

counted its 

nresent volue 

berause of a 

100% stock 

dividend in 

May of this 

vear, and a subsequert rise in 

price to 41, we believe The Rub- 

eroid Co. has a splendid future 

both for continued generous divi- 
dends and canital apvreciation. 

When The Ruberoid Co. stepped 
into the gypsum mining and man- 
ufacturing business last summer, 
it accomplished what many cor- 
porations aim at, but what few 
succeed in doing. By purchasing 
the assets of the Ebsary Gypsum 
Company in Wheatland, N. Y., 
Ruberoid added importantly to its 
product hine with a going busi- 
ness. Yet, it stayed strictly with- 
in the building materials field in 
which it is a major factor and 
did not add materially to over- 
head costs 

Although it is 
largest asphalt roofing 
turer and a leading 
asbestos-cement 


nation’s 
manutac- 
producer of 
products, Ruber- 
oid rarely hits the headlines 
Combined with this lack of 
fare, the corporation’s 
uninterrupted dividends since 
1889, freedom from debt. its 
strong financial condition and the 


the 


fan- 
record of 


Continued on page 24 
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Export-Import Bank Portfolio 


Sales to Iavestors Urged; 
Export Credit Guarantees Ready 


By HERBERT M. BRATTER 


Mr. Bratter discusses recent developments in and out of Con- 
gress regarding the Export-Import Bank, and holds a plan 
under study by high Administration officials could result in 
the foreign loan portfolio of the Expor!-lmport Bank being 
sold to private investors, as recommended in the Citizens 
Advisory Committee. However, sees Uncle Sam chary about 


giving an investment syndicate 


anything that might be called 


“too good a deal,” and notes that without an adequa‘e deal 


from the banker’s standpoint nothing will happen. 


Cites 


interview on proposals with Senator Homer Capehart. 


In the Senate Banking and Cur- 
rency Committee the housing 
scandals among other considera- 
tions have caused the temporary 
laying aside of 
further inves- 
ligation into 
the Export- 
“Import Bank 
and World 
Bank, but we 
may count on 
hearing more 
on these sub- 
jects from 
Capitol Hill 
later on. 

At this 
writing, al- 
though the 
law which 
added $500,- 
000,000 to Export Import Bank’s 
$4,500,000,000 lending power and 
provided for a new board has 
been on the books for several 
months, all five appointments to 
the full board of directors and ad- 
visory committee have not yet 
been made and confirmed. 

Meanwhile. the Export-Import 
Bank, under the watchful eye of 
Senator Capehart and business in- 
terests, has been laying plans for 
a more active life—let the Treas- 
ury like it or lump it. It was only 
last year that the team of Hum- 
_phrey and Burgess obtained Con- 
gressional consent to a stream- 
lining of the Export-Import Bank 
‘on the grounds that experience 
had shown the previous system to 
be unwise. The previous system 
was management of Export-Import 
Bank by a board of directors ac- 
‘companied by a full Export-Im- 
port Bank vote in all decisions of 
the National Advisory Council on 





vf wi 
Herbert M. Bratter 


International Monetary and Fi- 
nancial Problems. But this year, 
on the insistence of Senators 


Capehart and Maybank, the Treas- 
ury testified that experience has 
shown that the best system of 
operating the Bank is, after all, 
not to put it under too close Treas- 
ury control, but to return to the 
type of management and opera- 
tion of the Bank that was given 
up in 1953. So in 1954 the Con- 


gress changed everything back 
again. 

This has been very heartening 
to the Bank, of course: while 
others have been encouraged to 
devise new ways of getting it to 
help our export trade compete 
with that of industrially-invig- 
orated nations of Europe and Ja- 
pan. Not all such new plans meet 
with the Bank’s approval, O 
plan now under study by high 


Administration officials could re- 
su.t in large parts—and ultimately 
perhaps all—of the foreign-loan 
portfolio of the Export-Import 
Bank being sold to private in- 
vestors in the United States and 


a coincident repayment to the Treas- 


ury of the sums advanced, by it 
to the Bank, presently outstand- 
ing to the total of more than $2,- 
750,000,000. Should this plan be 
adopted and work out as sug- 
gescied, it will mean that the Treas- 
ury will have just that much 
more room to operate under. the 
public debt ceiling recently raised 
— temporarily — above the $275,- 


+ 000,000,000 statutory limit. A plan 


which reduces the public debt and 
at the same time puts private 
caiptal to work where heretofore 
Unele Sam has had to carry the 
load seems likely to obtain at least 
the sympathetic study of the Sec- 
retary of the Treasury. 


A multigraphed copy of the 
plan mentioned above purports to 
have been evolved and submit- 
ted by the Citizens Advisory Com- 
mittee of some 130-0odd members, 
appointed to help the Senate 
Banking and Currency Committee 
in its study of the Export-Import 
Bank and the World Bank under 
Senate Resolution 25 of early 1953. 
The proposal is referred to as the 
“private funding plan” and on its 
cover states that it was given the 
Advisory Committee’s approval 
when it met in Washington last 
May!, although this appears not to 
have happened. The plan, how- 
ever, was put before the Citizens 
Advisory Committee, whose 
formal report to Sen. Capehart is 
being made this week as placed 
before the citizens’ group of bank- 
ers, exporters and others, the 
plan had two parts. The first, 
which would call for new legisla- 
tion, was to authorize the Export- 
Import Bank to sell its direct ob- 
ligations on the American market. 
Since last summer’s enactment of 
the Bank’s revisions contains no 
reference to such selling author- 
ity, the first part of the plan may 
be regarded as dead, at least for 
the present. 

The other part of the plan, for 
which no new legislation is neces- 
sary, would authorize the Bank to 
sell all or any part of its port- 
folio of loans accompanied by its 
unconditional guaranty, for use as 

Continued on page 34 


1 The multigraphed copy states that 


the plan was approved by a majority 
vote of members present at a Washing- 
ton meeting of the group held May 20-21, 


1954. 
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Liberia—Haven and Heaven 
For Corporations 


By IRA U. COBLEIGH 


Enferprise Economist 


A capsule comment on the current corporate commercial and 
investment climate in the only independent country on Africa's 
West Coast—Liberia. 


The recent visit of Mr. William 
V. S. Tubman, President of Li- 
beria, to our shores sets a topical 
background for today’s brief ex- 
cursion into 
economic geo- 
ography. Mat- 
ter of fact, not 
one person in 
five you ask 
could locate 
Liberia on a 
map, or name 
its capital, For 
example, I 
asked the ele- 
vator operator 
in my build- 
ing what he 
knew about 
Liberia and he 
said it was the 
Chinese part of Siberia! 

So to dispel whatever modicum 
of ignorance, if any, that may lurk 
among the erudite readers of this 
column, we'll start off by noting 
that Liberia was founded way 
back in 1822 as a haven of free- 
dom for American slaves and be- 
came a republic in 1847. Descend- 
ants of American slaves there now 
number about 20,000 and from 
this group has come the leader- 
ship of the republic. 

About the size of Ohio, Liberia 
is tropical in climate with thou- 
sands of square miles of untamed 
jungle and a total population of 
perhaps two million—for the most 
part untutored denizens of the 
dense and rain soaked forests. But 
Liberia boasts a pcelitical stability 
that would put to shame many far 
more advanced countries. Instead 
of engaging in cannon fed politi- 
cal poker games, with colonels or 
better to open (as has imtermit- 
tently been perceptible South of 
the Rio Grande), in 107 years Li- 
beria has had no revolution. She 
has resolutely (with an assist from 
Uncle Sam) maintained her inde- 
pendence in a section of the globe 
where colonialism (often with a 
side order of exploitation) has 
been standard operating proce- 
dure. 


lra U. Cobleigh 


Commercial Advantages 


As an attractive environ for 
commercial development, Liberia 
offers a combination of advan- 
tages seldom available when Amer- 
ican dollars are deployed into 
overseas investment. First of all, 
the official language is English 
which makes unnecessary con- 
tinuous translation of all orders, 
contracts, bills of lading, agree- 
ments, etc. Second, the currency 
is the American dollar and there 
are absolutely no foreign ex- 
change regulations or restrictions 
on transfer of funds. 

When it comes to corporate or- 
ganization, Liberia is fantastically 
favorable. For example, a corpo- 
ration can be formed swiftly with 
capital as low as $500; and can be- 


NOW AVAILABLE... 
The NEWLING CANADIAN LETTER 


A fortnighily review of the 








FREE COPY UPON REQUEST 
MUrray Hill 2-4545 


NEWLING & CO. 


Members of the Toronto Stock Exchange 


21 West 44th Street, 


Direct Private Wires to Canada 


gin business within 48 hours after 
arrival of the charter in Liberia. 
Unlike many other nations, Li- 
beria does not require sharehold- 
ing by natives of the country. 
Anybody, of any nationality, can 
be a director or shareholder and 
the entire ownership and control 
can rest with aliens. This sug- 
gests an ideal medium for holding 
company status; and there is no 
legal requirement to disclose or 
even record in Liberia, the names 
of shareholders or principal own- 
ers. Fact is the corporate books 
don’t have to be kept in Liberia 
at all and meetings can be held 
any place in the world. 

Another thing, whereas there is 
a 25% corporation tax on earn- 
ings in Liberia, there is no tax 
whatever on corporate earnings 
gleaned outside Liberia, and no 
capital gains tax within. This lit- 
tle land is indeed a corporation 
lawyer’s dream; and no country in 
the world surrounds corporate 
obstetrics with so little red tape. 

You may perhaps have gained 
a notion that all this ease of at- 
taining limited liability is of little 
moment because the country is in 
such an early stage of economic 
growth. Such notion would be 
erroneous as although major prog- 
ress (by modern standards) has 
occurred only near the seacoast, 
the approaches, communications 
and transportation are of the best. 
The harbor at Monrovia (the cap- 
ital) is excellent, and a port of 
call for Farrell Lines and Delta 
Lines. Pan American Airways 
and Air France provide speedy 
overseas service; while Liberian 
National Airways serves the in- 
terior. 

A further word should be said 
about shipping, and that is the 
Liberian flag is just about the 
most popular shipping registry on 
the face of the globe. Only two 
other nations boast a larger regis- 
tered tonnage; and neariy 500,000 
net tons was added to Liberian 
registry in the first half of this 
year —new construction, nearly 
all of it owned by American cor- 
porations. 

But enough of this—if you'd 
wanted a travelogue Lowell 
Thomas should have written it for 
you—not I. So let’s get back to 
my beat. What’s in Liberia for 
the American investor? Plenty— 
some right now, and lots more in 
the future. 


Investment Opportunities 


The first vehicle that comes to 
mind is Firestone Tire and Rub- 
ber Co., which pioneered with a 
million acre concession back in 
1926, brought in choice rubber 
trees from Sumatra and now has 
25,000 employees in rubber plan- 
tations in Liberia. 1953 produc- 
tion was 40.000 tons. With the 
continuous threat of Communist 
disturbance hanging over Malaya 
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the political stability 
currency of Liberia 
: more attractive to rubber 
realists with eacn passing day— 
<o much so that only last week 
B. F. Goodrich Co. announced it 
had arranged a 600,000 acre Li- 
berian concession for immediate 
development. 

Whereas it would be illogical to 
suggest investment in either Fire- 
stone or Goodrich solely because 
of the Liberian origin of raw ma- 
terial, Firestone shareholders ben- 
efit in a big way; and Goodrich 
may in the years to come. Fire- 
stone with 3,938,062 shares out- 
standing selling on N. Y. S. E. at 
98 surely contains a certain ele- 
ment of Liberian lustre. 

Next in our industrial tub 
thumping for Mr. Tubman’s re- 
public, we should say a word 
about Republic Steel, a major 
partner in: the Liberian Mining 
Co., Ltd. This story book enter- 
prise is the realized dream of a 
fascinating American entrepre- 
neur, Lansdell K. Christie, who 
parlayed a string of scows in New 
York harbor into millions of dol- 
lars worth of some of the richest 
iron ore in the world, in the Bomi 
Hills of Liberia. With Republic 
Steel financing, Liberian Mining 
Co. built a railway from the in- 
land hills to Monrovia and has 
been shipping over 1% million 
tons a year into Baltimore. This 
is big business, and Republic ben- 
efits handsomely by assuring it- 
self of a long term supply (esti- 
mated at above 50 million tons) 
of rich iron ore, 

Republic is the third largest 
steel corporation in America and 
its shares have been responding 
favorably to the upward look in 
the steel trade, and a yield, on in- 
dicated dividend rate, of about 7%. 
The relationship of Republic Steel 
with the Republic of Liberia is a 
plus for stockholders. 

Another element of real inter- 
est to prospective investors is the 
International Trust Company of 
Liberia. This is a very special 
sort of banking enterprise and 
performs a number of unusual 
functions. It acts as statutory 
agent for corporations, registrar 
of vessels, hires legal counsel, acts 
as corporate trustee for security 
issues, carries demand deposits 
and places all types of insurance, 
except life. Its American cor- 
respondent is Liberian Services, 
Inc., 11 West 42nd St., New York 
City. 

You can’t buy stock in Interna- 
tional Trust Company of Liberia 
but you can buy shares in Inter- 
national Bank, of Washington, 
D. C., which recently acquired a 
majority of the Trust Company 
stock. This International Bank is 
controlled by rather a_  distin- 
guished group of men including 
Charles S. Payson, Julius Fleish- 
mann and Henry Ford Il. There 
are 151,785 shares of International 
Bank outstanding quoted current- 
ly around $5 over the counter. In- 
come from operations in 1954 was 
$227 £57, a 17% increase over 1952. 
This is a unique banking equity 
not devoid of growth potential. 

Liberia has dozens of products 
besides rubber and ore to offer 
palm oil, rice, cacao, coffee, plus 
diamonds, gold, and no doubt a 
host of minerals just waiting to 
be extracted. While present media 
for investment are few, here’s a 
country that you’ll hear more 
from—one that offers a lot more 
shelter to American capital than 
is presently provided in areas like 
Guatemala, Java, or the turbulent 
Near East. 


Four With A. M. Kidder 


(Special to THe FInaNnctiaL CHRONICLE) 

BRADENTON, Fla. — Harry B. 
Barton, Otis A. Browning, Jr., 
Harry D. Neill and Thomas M. 
Sharp have become associated 
with A. M. Kidder & Co., 436 
Twelfth Street, West. 











Observations... 


By A. WILFRED MAY 


MARKET FORECASTING POST-ELECTION 
A Three-Horse Parlay 


Most post-Election market comment, as is customary, is tied 
to the impact of that event’s likely results on business. Such bull- 
ish influences as new assurances of pump-priming and other facets 
of government intervention, including the now sacrosanct “respon- 
sibility” for full employment and other com- 
ponents of the expanding economy; and on the 
bearish side (though somewhat played down 
after the post-Election market boom), the im- 
plied threats to capitalist confidence as in cor- 
porate and individual taxation are being 
cited by the commentators. 























Mention of such factors to indicate the 
overall economic prospects is without doubt 
timely and valid. But the assumption of their 
connection with the future of the stock mar- 
ket is quite a different matter. 


Business and the Market Incommunicado 


«In the first place, there is the chronic 
diversion between the course of business and 
the market. During the late New Era preced- 
ing the 1929 collapse, as this department showed in our celebration 
of its anniversary a fortnight ago, the market rise had no correla- 
tion with either industrial production or commodity prices. 


The active bull market of 1935-1937 similarly had no founda- 
tion in the state of business, again finding its stimulation in credit 
inflation plus speculative psychology. 


Again during the next decade, stock prices failed to move with 
commodity prices or corporate profits, either in the interval 1939- 
1946 or thereafter. In the four postwar years, in the face of a 
doubling of profits, share prices gained only 7%. In the single 
year 1946, while business was booming, stock prices actually fell 
by 22%. From 1946 to 1947 the per share earnings on the Dow 
Jones Average stocks rose by 40%, only to see their market prices 
fall 7%. Conversely, market prices have doubled since 1949, while 
the average of corporate profits have increased not at all. 

And during the past 12 months industrial preduction has 
dropped 10% but the Dow Jones Industrial Average concurrently 
has risen by 39%. 

Thus the forecaster must be correct not only in foretelling the 
external events, but also their effect on the stock market. Like 
the difficulty in horse racing of picking two winners to cash a 
parlayed bet, he must make a correct double forecast. 


The Second Bet 

Forecasting of the market on the basis of business expecta- 
tions is also rendered difficult by the simple, though persistently 
unrealized fact, that in actual] operation there is no such entity as 
“the market.” 

“The market,” as pictured by the Dow Jones Industrial Aver- 
age, has since that 1929 New Era peak-of-all-time shown a net 
decline from 386 to 371; but of the 30 component stocks, 17 are 
now selling higher than their former peaks, and 13 lower. The 
following table shows 10 D-J stocks which have risen, and 10 
which have concurrently declined. 


MARKET PRICES — 1929 vs. 1954—of 20 Leading Stecks 
1929 Nav.2 
High 1954 
46 87 
57 145 


A. Wilfred May 


Stocks Showing 

ADV ANCES 
Bethlehem Steel-___ 
ff, ae ‘~ 
General Motors_ - 45 92 
National Steel_____ 18 53 
Sears Roebuck__. 45 75 
Standard Oil Calif. 37 72 
Standard Oil N. J. 37 100 
meee Gis ca css. 36 83 
Union Carbide ___~_ 46 79 
United Aircraft _- 12 65 


Contra-“Trend” Movements 
Over the shorter terms, too, there has been similar divergence 


between the course of individual issues, as the following table 
shows. 


1929 

High 
54 
310 
116 
126 
$1 
47 
72 
28 
87 
103 


Stocks Showing 
DECLINES 
American Smelting 
Amer. Tel. and Tel. 
American Tobacco_ 
Corn Products_---- 
General Foods ___- 
Internat’] Harvester 
Internat’l Nickel__- 
Loew’s np eee 
U. S. Steel aes 

Woolworth 


Now. 8 
1954 
Ww 
173 
59 
85 
77 
36 
49 
17 
60 
49 


1954 
Y Mos. 
969 
1! 
*65 


1950 
745 
28 
100 


1951 1952 
634 586 

13 12 
340 433 


1953 
329 

17 
686 


Total issues rising 
Total Unchanged 
Total Declining 
Concurrent change in 
Standard & Poor’s 
90-slock average 15% 12% 


29% 
716 by 10% or more. 

Thus “the market” forecasters try to win three bets. First they 
attempt to pick the winning answer to the future of business; 
then quite blandly translate this answer to the behavior of “the 
market”: and then must hope that they have picked the right 
stocks from that “market basket’”—surely as difficult a 
winning a three-race parlay at the track! 

By eliminating the first two bets, and concentrating on the 
single one of picking individual issues—according to value criteria 
—the investor can crucially improve his chances for success. 


leat as 
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(" The 


State of Trade 


and Industry : 
iiisiinacstssciiiiaiiac Z 


4u.ai industrial production for the nation at large displayed 
moderate expansion in the period ended on Wednesday of last 
week as the manufacture of steel and automobiles gained and 
heavy construction boomed. The total industrial output was about 
2% under the similar week a year ago, but this small yearly 
difference, it was understood was due more to declining output 
in 1953 than to currently improved production. 


Indications of business optimism were noted in connection 
with the elections the past week. On Wednesday the New York 
stock market responded with the biggest gains in 15 years; three- 
quarters of the traded issues advanced. Extensive new construc- 
tion of hospitals, schools, bridges and highways will be under- 
taken in coming months as a result of public support for new 
bond issues in many parts of the country. 


The latest unemployment information revealed that in the 
week ended Oct. 16 continued claims for unemployment insurance 
benefits were 2% higher than in the prior week and 88% above 
a year ago. Initial claims in the week ended Oct. 23 were 7% 
higher than the previous week and 26% above the 1953 compara- 
tive. The United States Department of Labor announced that in 
the first nine months of the year the number of industrial strikes 
dropped to a new low since World War II. There were also 
fewer workers involved in work stoppage than in any comparable 
postwar period. 

Upsurging steel production threatens to knock all predictions 
into the trash can, states “The Iron Age,” national metalworking 
weekly, this week. Having spurted more than.26% in less than 
three months, the climbing steel output has already 
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Auto Production 
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many forecasts to the ash heap and there is still no sign that-it— 


has reached its peak. 


The tightening sheet market is getting an extra turn from 
anxious consumers who are worried about future supplies. Anxiety 
of customers is reflected in a willingness to place first quarter 
orders — in some cases before actual requirements have been 
determined. If initial first quarter orders are a fair sample, cold- 
rolled sheets will be in very tight supply during January ard 
February, and perhaps longer, this trade journal notes. 


At some mills incoming order volume has been so heavy that 
clerks have become buried under a mountain of paper. This has 
caused mills to slow up in accepting orders, so that their old 
customers will have a chance to get on the books. 


The bulk of the advance ordering this trade authority adds, 
seems to be coming from small- and middle-sized users who are 
afraid they will be crowded out by big consumers. Larger buyers 
are more confident they will be able to get what they need. 

Another factor in the trend to forward buying is the desire 
of some customers to be on the order books of nearby mill sup- 
pliers. Midwestern consumers who are placing first quarter orders 
could get delivery from eastern mills in about half the time they 
have to wait for delivery from nearby mills. 

t's not hard to tell what’s putting the extra zip into the 
market, declares “The fron Age.’ The auto industry is rapidly 
gearing up to record year-end production levels. If auto output 
can be held to schedules, the worry over sheet supplies will have 
been well founded. The auto industry usually consumes about 
half of ail cold-rolled sheets produced. 

Last week’s domestic vehicle production spurted 36% above 
the previous week’s 87,439 turnout as 12 car rnakers stepped up 
their programs. “Ward’s Automotive Reports” estimated the week’s 


output at 99,941 cars and 19,331 trucks compared to 68,649 and 
18,790 a week earlier. 
The upturn retlected daily overtime and Saturday work at 


Chrysler Corp. 
the yea: 


and Studebaker—both at their highest level of 
plus post-changeover buildups at other Big Three plants. 





General Motors car assembly was up 36%, Chrysier 44% and 
Ford 161°-, while Independent output dipped slightly due to 
changeover at Hudson. Kaiser and Packard were also down. 
Currently, more than 99% of car production is oi 19559 vintage, 
Continued on page 38 
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Money Management Problems— 


Prospects for the 


Interest Pattern 


By J. BROOKE WILLIS* 


Associate Professor of Banking, 
Graduate School of Business, Columbia University 


Weighing the problems of insurance company money managers, 


Dr. Willis maintains a policy of 


remaining fully invested while 


making forward commitments to deliver funds at current in- 


terest rates, affords protection 


against future decline in cost 


of money. Commenting on future of interest rates, expects 
that over long-term upward pressure will be tempered by in- 
creasing mobility of funds, increasing competition among lend- 
ers, popular bias, political pressures for easy money, amd re- 
liance on monetary management. Over coming months, on the 
other hand, he sees possibility of slight seasonal rise; with 


short-term rates fluctuating 


First, I am going to discuss 
briefly a few of the basic con- 
siderations in life insurance com- 
pany money management. I shall 
then theorize 
about the re- 
lationship of 
investment 
decisions to: 
prospective 
changes. in 
interest rates; - 
and, finally, I 


shall discuss 
some of the 
more impor- 


tant forces af- 
fecting the 
level and- 
structure of - 
interest rates. 
In so doing I 
will necessarily deliver some ob- 
servations on Federal Reserve 
and Treasury policy. 





J. Brooke Willis 


Money Management Criteria 


Before I prepared for this meet- 
ing I held what appears to be a 
mistaken idea, namely, that in 
managing their portfolios life in- 
surance companies, like other in- 
vestors, pay attention to liquidity 
as well as to safety and yield. In 
the course of doing some home- 
work I came across repeated 
statements by leading authorities 
to the effect that life insurance 
companies have virtually no need 
for liquidity. Indeed, it is said 
not only that they need no liquid- 
ity but also that 

(1) they keep “fully invested” 
at‘all times; 

(2) they are not traders in se- 
curities; on the contrary, they 
are true long-term investors pur- 
chasing securities to hold for 
income; and 

(3) they do not withhold funds 
in anticipation of interest raie 
increases nor borrow or otherwise 
overcommit themselves in ex- 
pectations of rate declines. 

If these statements are taken 
literaliy, then I say “Why did you 
assign me this topic?” A layman 
like myself is led to the con 


cli- 


sion that insurance companies 
occupy an inactive role with re- 
spect to interest rates, passively 
taking what the market provides 
in the way of a iong-term rate. 
Yet I know you are extremely 
interest-rate conscious; you talk 
a lot and are willing to listen to 
endless discussions about the fu 
ture of interest rates. Is_ this 
nothing more than an indoor 
Spoil a mere conversatio 
game in money managemen 

To speak in more 
vein, there are certain aeti 
characteristics of your busins 
which permit you to redu id] 
cash and liquid assets to a very, 
very small figure, and ther 
other characteristics which require 
you to pay major attention to 
earning power consistent with the 
ultimate safety of your invest- 
ments. 

Liquid Assets 
The reasons why you require 


virtually no liquid assets are: (1) 
that your companies experience 





*An address by Professor Willis before 
the Third Biennial Insurance Institute, 
Lincoln, Nebraska, 


more than long-term rates. 


a persistent end continuous net 
cash inflow resulting from the 
excess of premiums and invest- 
ment income over benefits and 
operating expenses, amounting 
annually to about $6 billion; (2) 
that mortgage amortizations and 
bond maturities add to gross cash 
inflow and further obviate the 
neeessity of liquidating portfolio 
investments to meet outpayments; 
and (3) that. the timing of your 
future outpayments is predictable 
with considerable accuracy. 


Income Requirements 


The reasons why you must em- 
phasize safety are. self-evident, 
being . based ._ upon. the trustee 


* charaeter of your industry. I shall 


not discourse en this aspect. The 
importance of income relates to 
the following characteristics of 
your business: (1) the level pre- 
mium plan and the accumulation 
of legal reserves predicated on a 
rate of interest to be earned; (2) 
the need to cover costs of opera- 
tion and to provide reasonable 
protection against possible adver- 
sities such as investment losses, 
a rise in operating expenses, or 


in mortality costs; and (3) the 
turnover of your investments 
which in periods of declining 
rates of interest impairs your 


ability to maintain earnings. 
The result is that your business 
is sensitive to fluctuations in the 
long-term rate of interest. You 
can not readily adjust yourselves 
to these fluctuations by changes 
in the rate guaranteed on legal 
reserves. Adjustments in this rate 
affect only new policies, the 
amount of which is small in rela- 
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tion to business already in force. 
Moreover, since surplus accumu- 
lations are limited by law and 
since net earnings are largeiy re- 
turned to policyholders or stock- 
holders, fluctuations in the rate 
earned on invested assets are 
translated quickly into the cost 
which you charge the buyer. Not 
only does this affect the cost of 
insurance to the public but it also 
has an immediate bearing upon 
the competitive status of the com- 
panies and places them under 
constant pressure to improve earn- 
ings. 


Relationship of Income to 
Liquidity 


The problem of maximizing in- 
come is related to the subject of 
liquidity. Your liabilities may not 
require the protection of more 
than a small amount of cash and 
liquid assets yet it seems to me 
that you do actually possess and 
need liquidity of a different sort. 
The need for liquidity does not 
arise from external demands. of 
your policyholders but from in- 
ternal considerations having to do 
with the management of your 
portfolio. Winn has said “the 
primary liquidity requirements 
have arisen from the. desire to 
shift the portfolio from one area 
of investment to another. This 
shift has frequently been made 
in order to obtain investments 
which, at that moment, appear to 
provide the best solution of the 
investment problem.” These li- 
quidity requirements arise “in an 
internal sense, in that investment 
opportunities are continually 
changing and the changes occur at 
irregular intervals. Consequently, 
the demand for liquidity arises 
from the desire to remain fully 
invested, yet at the same time to 
have the ability to shift the com- 
position of the portfolio at any 
time without incurring a loss on 
securities sold.” (Italics supplied. 
Source: Willis J. Winn, “Govern- 
ment Securities” in Investment of 
Life Insurance Funds, edited by 
David McCahan, University of 
Pennsylvania Press, 1953, pp. 90 
and 97.) 

You may remain fully invested 
in the that your idle cash 
and liauid assets are a negligible 
amount, yet you can and appar- 
ently do shift funds from one in- 
vestment area to another when 
differentials in yields make this 
appear desirable. YOu may say 


Continued on page 30 
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Progress and Problems of 
New York Savings Banks 


By WALTER J. HESS* 
President, Ridgewood Savings Bank 
Retiring President, Savings Banks Association of New York State 


Mr. Hess, in his capacity as President of the Savings Banks 


Association of New York State, 


reviews the progress of savings 


banks during the past year. Urges support cf the state-wide 
promotional campaign inaugurated by the savings banks, and 
discusses the savings bank branch problem. Decries opposi- 
tion of commercial banks to extension of savings bank 
branches in suburban areas, and pleads for unhampered efforts 
of mutual savings banks to serve the thrift needs of the people. 


It is my privilege to welcome 
you to the 6lst Annual Meeting 
of our Association. Approxi- 
matelv one year ago, on board the 
SS. “Nieuw 
Amsterdam,” I 
thanked you 
for having 
elected me 
your Presi- 
dent. As I re- 
nember it, 
the shi 
started 
rock just 
shortly before 
{ was elected, 
and some- 
times, it has 
seemed to me, 
that the ship 
has been 
rocking ever since. 

I would like to read to you the 
next sentence. it appeared in 
the original draft of this Report. 
{t stated, and I quote, “Now, as [I 
yrepare to return to snug harbor, 
may I again express my appreci- 
ation,’—I love that expression 
snug harbor. It seemed so appro- 
priate at the time. 

But times change 
7, the newspapers of our State 
headlined the news of the at- 
tempted robbery of a Savings 
Bank, which Savings Bank shall 
be nameless. It was only last week 
that they finally repaired a re- 
mote portion of my snug harbor, 
by removing the bullet holes from 
the ceiling. 

Therefore, 





Walter 


J. Hess 


as 


And on Oct. 


with your permis- 
sion, I will revise the wording. 
Presently, it reads: “Now as I pre- 
pare to return to the employ oi! 


those who have hired me, may I 


again express my appreciation.” 
The office of President has been 
a wonderful experience. It will 


be a wonderful memory. 

Our Association owes a special 
debt of gratitude to its many com- 
mittees and to its Council of Ad- 


ministration. All have labored 
diligently and effectively in the 
common cause. On my part, I 
must reserve a special word of 
thanks for the members of our 
efficient and loyal staff. 

There is so much to this busi- 


ness of Savings Banking, that one 
can only hope to scratch tte sur- 
Jace within the confines of a 
single report. Let me just touch 

*Presidential 
the Gist Annual 
Banks Association 
White Sulrhur 
Nov. 3, 1954. 


address of Mr. Hess at 
Meeting of the Sawinas 
of New York State, 
Springs, West Virginia, 


on a few of the subjects which 
merit your attention 
School Savings is no longer an 


exclusive privilege 
banks of our 
basie activity 


of the savings 

State. This very 
merits the support 
of every savings banker. Here 
we have an opportunity to teach 
the habit of thrift. It is a real op- 
portunity. 


A new top level committee has 
been appointed to encourage the 
promotion of a School Savings’ 


Program. This committee is doing 
an excellent job and I bespeak 
your cooperation. 

Savings 
has been 


Life Insurance 

making rapid progress. 
There are now 42 issuing banks 
and 25 agency banks. Insurance 
in force now exceeds $250,000,000 
and recently it has been gaining 
at the rate of $20,000,000 per year. 
It is my sincere belief that Sav- 
ings Bank Life Insurance is the 
most important challenge to the 
savings ban<ers of this generation. 
The initial growth of our savings 
banks was 2 slow process. It re- 
quired patience and fortitude that 
these great institutions be built 
slowly, safely and securely. Out 
generation must show the same 
patience and fortitude in building 


Bank 


Savings Bank Life Insurance. It 
is something that this generation 
has created. It is real thrift and 


thrift is our business. 

Incidentally, may I make an ob- 
servation on a totally different 
subject. During the past vear | 
was invited to ad¢ress the Insur- 
ance Forum at its meeting in 
Utica, New York. The members 
of the Insurance Forum are t e 
people on our staffs who handle 
the fire insurance on all of our 
mortgages, surety bonds, the 
bonding of mortgage servicing 
contractors, and the insurance of 
bank premises. 


yur 


At this meeti' in Utica, I got 
there early and listened to most 
of the program. Frankly, I was 
amazed at the complexity of the 
problems and the ability with 
which these problems were dis- 
cussed and solved. I was further 
amazed that very few members 
of the Forum were either junior 
officers, or administrative assist- 
ants. Apparently, they only at- 
tract attention when they make 
mistakes and they rarely make 
mistakes 

In these days, we hear much 
about job evaluation. I respect- 


fully suggest that you review the 
work that your insurance repre- 
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sentative is doing in your bank. 
Maybe the time has come to do 
some re-evaluating. 

Once again I plead with you to 
support your Statewide Promo- 
tional Campaign. There have been 
substantial differences of opinion 
as to means and methods by which 
the desired result can be accom- 
plished, but an able and indus- 
trious committee is continuing its 
efforts to resolve these conflicting 
points of view. It is reasonably 
expected that an acceptable solu- 
tion will be offered to you. In 
the meantime, please join with us. 
On every hand, we hear of our 
competitors increasing their joint 
promotional activities. Surely, 
this is not the time to decrease 
our efforts. We must meet this 
challenge. 


The Savings Bank Branch 
Problem 

For four long years, you have 
heard me discuss the savings 
bank branch problem. I would, 
therefore, be completely out of 
character if, in my final message, 
I did not again comment on this 
important subject. 

To date, savings bankers have 
discussed the branch problem from 
the broad perspective of public 
policy and public benefit. They 
have scrupulously avoided un- 
seemly quarrels which might re- 
act to t.e detriment of the entire 
banking fraternity. Our opponents, 


however, have observed no such 
restraints. Their attacks have 
been both immoderate and in- 
accurate. 

At the recent session of the 
Legislature, the opposition sub- 


mitted a so-called brief. I ask that 
you read it. It is both hysterical 
in its approach to the problem 
and untruthful in many of its 
purported statements of fact. 

We have made every effort to 
keep these discussions on a high 
plane, but we cannot forever turn 
the other cheek. The time has 
come to answer. 

While our opponents accuse us 
of being the recipients of special 
privilege, basically their attack is 
directed against the entire philos- 
ophy of mutual savings banking. 
They object to the mutual theory 
They object to any concept by 
which a thrift institution is 
operated solely for the benefit of 
its depositors. Our bolder adver- 
saries refer to us as that socialized 
system of banking. 

Aside from its glaring inac- 
curacy, the trouble with their ar- 
gument is that it comes more than 
100 years too late. The first sav- 
ings bank in this State was organ- 
ized in 1819. Savings banking so 
conceived was designed to fulfill 
an essential public need, namely, 
the preservation and the protec- 
tion of the funds of those of mod- 
est means. That concept has re- 
ceived unparalleled public § ac- 
ceptance. Although individual 
Savings banks in this State are 
substantially out numbered by 
both commercial banks and by 
savings and loan associations, 
nevertheless, it is the savings 
banks which have over two-thirds 
of all thrift deposits. The aston- 
ishing public preference, which 
these figures demonstrate, clearly 


establishes that Savings Banks 
have performed their assigned 
task faithfully and well. With 


such a record of performance, and 
with a history of over a century 
of stability and security, it ill 
behooves anyone to condemn the 
fundamental philosophy which 
authorized the creation of mutual 
savings banks. 

As savings bankers, we are 
aggressively in favor of the theory 
of private enterprise. We see 
nothing inconsistent with the mu- 
tuality theory, as applied to thrift 
and the private enterprise theory. 
The fact that the mutual savings 
bank is designed for the benefit 
of many, instead of the benefit of 
few, creates no inconsistency. 

In the thrift field, the mutual 
theory has become preeminent. I 
refer to the large mutual life in- 
surance companies, the savings 


and the 
Do our 
that we now 


and loan associations 
mutual pension funds. 
opponents propose 
abandon all of these? Do they 
propose that the savings of the 
people be entrusted only to those 
who must profit by the transac- 
tion? Is the demonstrated will of 
the people completely to be dis- 
regarded’ 

The leadership of savings 
banks in their sphere is built on 
a solid foundation. Recognition of 
this fact can be demonstrated out 
of the mouths of those who oppose 
us. In 1952, the New York State 
Bankers’ Association published a 
,300klet entitled “‘A Study of Sav- 
ings and Savings Facilities in 
New York State.” Here is a quota- 
tion from page eight of that 
booklet: 

“The second point is that the 
major change in the relative posi- 
tions of savings banks and com- 
mercial banks came during the 
period 1930 to 1935. Savings banks 
were the only type of institution 
to experience an increase in de- 
posits during those crisis years. 
While the savings and loan as- 
sociations lost nearly 35% of the.r 
assets, State banks 35% of their 
time deposits and national banks 
40%, the deposits of savings 
banks increased by 8%. These 
changes brought the percentage of 
total savings held by savings 
banks from 61.2 to 73.1, while 
those held by commercial banks 
decreased from 33.7 to 23.3.” 

I emphasize that the period to 


which the quotation refers was 
the crisis period, from 1930 to 
1935—the bottom of the depres- 


sion. Then the issue uppermost in 
the minds of the public was not 
dividend rate, or yield. The sole 
issue was safety and security. In 
this time of crisis, the public 
turned to their savings banks and 


their savings banks did not fail 
them. 
The Movement to the Suburbs 


Now, the savings banks face a 
crisis. People in our cities and 
villages are moving to the sub- 
urbs. In the last census period, 
the population of the suburban 
areas in our State increased by 
more than 1,000,000 persons. And 
that trend to the suburbs is ac- 
celerating. Yet, savings banks are 
the only substantial tvpe of fi- 
nancial institution which are pro- 
hibited, by law, from having 
suburban branches. Commercial 
banks can and do have suburban 
branches. Savings and loan asso- 
ciations can and do have suburban 
branches. Only savings banks are 
so restricted. 

Is this the penalty for a job 
wel] done? Is this the reward for 
those who have deservedly won 
and retained public confidence” 
Or, is opposition to our reasonable 
expansion prompted by those who 
jealousy resent our preeminence 
in the field of thrift? 

Our opponents have bombarded 
the Legislature with pathetic 
pleas, on behalf of the small in- 
dependent commercial banks. 
They argue that the issue is in- 
dependent bank survival and that 
savings bank expansion to the 
suburbs will sourd the deathknell 
of the community bank 

But, I respectfully 


ask the 


Legislature to examine into the 
banking facilities of these new 
suwurban communities, which 
were vacant fields just 10 years 
ago. It will then be discovered 
that these areas are being served 
by many branches of large chain 
commercial banks and not by 
small independent banks. It will 
then be discovered that many 
small independent banks have 
found it advisable to merge with 
their larger competitors. For ex- 
ample, Nassau County has had a 
population increase of 145%, since 
1940. Yet, the number of inde- 
pendent banks in Nassau County 
has declined 33% since 1940, 
while the number of branches 
has increased 800%. 

At the other end of our State, 
the suburban portion of Erie 
County has had a large population 
increase. Since 1940, however, the 
number of independent commer- 
cial banks in that county, ex- 
cluding the City of Buffalo, has 
declined by one-third, while the 
number of commercial bank 
branches has increased by more 
than 500%. It is apparent that, in 
spite of tremendous’ suburban 
growth, there are fewer — much 
fewer — community banks today 
than there were in the _ past 
decade. 

And none of this can be blamed 
on savings banks, because it has 
taken place in communities which 
are out of bounds for savings 
banks. 

The conclusion is obvious. Our 
real opponents in this controversy 
are the large chain commercial 
banks, with suburban branches. 
They already have 237 out-of- 
town branches. We have none, 
They seek to deny to us even a 
small portion of the privileges 
they themselves enjoy. Having 
entrenched themselves in these 
comraunities, they now endeavor 
to protect their monopoly by pre- 
venting the public from having 
reasonable access to their savings 
banks. These are the people who 
use the small independent com- 
mercial bank as a smoke screen. 

The Superintendent of Banks 
has said: 

“Where a community can afford 
only one type of banking, there 
is not the slightest doubt that the 
one type should be a commercial 
bank. The Banking Department 
would not waste much time over 
any savings facility branch ap- 
plication which gave rise to any 
real doubts on that score.” 

This position has our un¢nali- 
fied endorsement. Innocently, I 
wonder whether the large cnain 
banks are willing to give similar 
assurances to their smaller coun- 
terparts. I doubt it. They have 
found it so convenient to hide 
behind this false issue of inde- 
pendent bank survival. 

Another of the accusations 
which they hurl] at us is that we 
have special privileges, in that we 
do not pay our fair share of taxes. 
Alright, let’s take a good look at 
t is accusation. There bas always 
been a serious question as to 
whether or not mutual savings 
banks should pay any income tax. 
3ecause we are mutual, all of our 
earnings are for the benefit of 
our depositors. As individuals, the 
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depositors pay a tax on the inter- 
est dividend they receive. In sim- 
ple justice, should the savings 
bank also be subject to an income 
tax, which, is in fact, a double 
tax on depositors? 

But the Congress of the United 
States has spoken and since 1¥o2., 
mutual savings banks have been 
subject to income tax, at tre same 
rate as commercial banks. We 
have no paid-in capital, ani there- 
fore, Congress has wisely pro- 
vided that we be permitted to ac- 
cumulate reserves of 12% before 
being subject to tax. Whether this 
reserve is too large, or too small, 


can best be judged by the fact 
that the Banking Department of 
the State of New York recom- 


mended a higher percentage re- 
serve to Congress. 

It is this reserve feature which 
arouses the criticism of some com- 
mercial banks. Their attitude is 
unfortunate. This reserve is in- 
tended for the protection of the 


the power to make personal loans 
or to establish check accounts. I 
respectfully recommend to you 
that.this process be reversed; that 
sincere ef‘crts be made to re- 
establish clear lines of demarca- 
tion and that when these bound- 
aries have been defined, that they 
be zealously guarded and pro- 
tected. 

I also provose that if there have 
been transgressions on either side, 
or on both sides, that trere be a 


generous willingness to re-ex- 
amine, re-appraise, and, if neces- 
sary, correct. Financial institu- 


tions continue to have a great op- 
portunity in the Empire State, 
which is the financial capital of 
the world. That opportunity can 
be met and the public will be 
better served, if we give equal 
recognition to our duties and our 
obligations, as well as to our rights 
and our privileges. 
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Spiritual Weapons Key to Cold War Victory 


Dr. Robert W. Youngs, of the Hitchcock Memorial Church, 
Scarsdale, New York, tells savings bankers it is the spiritual 
battleground that can afford a decisive outcome against the 


onslaught of communism. 

Dr. Robert W. Youngs of the hattle, is not enough to counteract 
Hitchcock Memorial Church, Russia’s lying, propagandizing, 
Scarsdale, New York, in address- undermining, and coercing. We 
ing the sixty-first Annual Meet- must do differently in some re- 
ing of the Savings Banks Associa- spects and more than we have 
tion of New York State at White been doing in other respects on 
Sulphur Springs, W. Va.,on Nov.5, the battlegrounds of the cold, 


warned that the cold war can con- 
tinue indefinitely, unless it is met 
by a spiritual revival. 
“Europeans generally and Rus- 
sians particularly are thinking of 
the cold war in terms of a decade, 


cold war.” 

In answering the q 
“What else is there?” Dr. Youngs 
said: “I believe that something is 
the spiritual factor. Being lovers 
of freedom, we cannot win the 


uestion, 


a generation, two generations, cold war by out-regimenting the 
when the children will have Communists. Being lovers of 
grown up,” Dr. Youngs remarked, truth we cannot out-propagandize 


them. Being lovers of 


cannot start a hot 


“while we on the other hand think 
of the cold war in terms of two 


peace we 


war with them. 
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corruption which characterize 
every postwar period. We cannot 
win a cold war by fighting a Hot 
war. 

“There is only one battleground 
where we can win what will be a 
decisive battle in the cold, cold 


war. That is the battleground of 
the Spirit, where the armor is the 
whole armor of God—the girdtc > 
of truth, the breastplate of rignt- 
eousness, the shield of faith, the 
helmet of salvation, and the sworct 
of the spirit. These are the only 
weapons which Communism can- 
not match or surpass. ‘Oh,’ some 
of you will say, ‘now we have the 
preacher talking. Well, if you 
have, then you might as well like 
it, for almost every intellectual, 
every statesman, every scientist, 
and every man of affairs today 
a preacher. 

“Much the same _ conclusions 
have been expressed recently by; 
President Eisenhower, Chief Jus- 
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millions of depositors whom we or three years at most. We Amer- We would probably win a hot war, tice Warren, Arnold Toynbee, ant 
serve. It has no other purpose. — With netaaaiesd Assoc. icans with all our efficiency and but it would leave us in a worse Life Magazine, among others—not 
Many Savings banks have such 1 to Tie FINaNctaL CHRontcLe) despatch need to readjust our state than we are today with a clergymen, but men who grasp 
reserves in excess of the 12% lim- WINTER PARK, Fla.—Douglas schedules to fit the complicated $900 billion debt, with 80 million the issues,” Dr. Youngs pointed 
itation and, therefore, pay a full * amin ; ; s , 
income tax. Do our opponents M. Deringer, Marshall E. Johns, problems which cannot be solved refugees to be cared for; with not out. 
contend that a reasonable emer- Jr. and Dorr S. Transue have be- in less than a generation and per- just Germany and Japan to oc- Dr. Youngs was one of a group 
gency reserve should not be held come associated with Security As- haps not in this century. cupy and rehabilitate, but also of 30 outstanding men in various 
a ~ benefit of our gon igi soc‘ates, Inc., 137-139 East New “Thus while we are winning all of Eastern Europe and Asia; fields selected by the National 
_ ey Seriously oppose such @ Fnoland Avenue, members of the battles today, Russia is training a with more Truman Plans and Conference of Christians and Jews 
safety feature 

There has been so much loose Fhiladelphia-Baltimore and Mid- generation of youth who may Marshall Plans to restore the more to make an extensive tour throug’ 
talk on this issue that some might west Stock Exchznzes. Mr. Der- eventually win the cold war. Our cepleted economies of our allies; Europe to observe conditions there 
get the mistaken impression that ireer was formerly with A. M. progress in the cold war, inch by with the misery, the hunger, the and has just recently returned to 
some banks pay income tax on idder . ine ee snravity. the i elite + : . 

; : . Kidder & Co. inch, week by week, battle by depravity, the immorality and this country. 

the interest paid to depositors. 
Piease make no mistake about 2 
this. Neither a commercial bank, 
nor a savings bank pays any in- 
come tax on the amounts which 
depositors receive. 

In the public interest, savings 
banks must insist t°at they be 
given a reasonable privilege to 
extend their service to the subur- 14 WALL STREET, NEW YORK, N. Y. 
ban area of our State. There can 
be no retreat from this position. Organized and wholly owned by the Mutual Savings Banks of New York State, SAVINGS BANKS 

Can anyone reasonably explain ‘prTe)p : . , 3 oat : i. 
to the people of this State why TRUST COMPANY is the savings banks’ bank, serving them exclusively as depositary, corre 
commercial banks and savings an 1 spondent, investment consultant and trustee; also as a research body and clearing house for infor- 
loan associations are entitled to . 7 . ' . 4s . 

ak -shteah trenehes. while env- mation on matters of interest to the Savings Banks ASsociation and its members 

ings banks are denied this privi- 

lege? Merely to state t°is proposi- 

tion is to show its absurdity. STATEMENT OF CONDITION 

Serving the Thrift Needs a , 

But, there are two siues to the As of September 30, 1954 

coin. While we must insist on 

equality of opportunity to serve (In Thousands Only) 

the thrift needs of our State, we 

must be ever cognizant of tie ASSETS LIABILITIES 

rights and privileges of others. ; 
Our opponents have asked the ue from Federal Reserve Bank and Other Banks $ 26,187 Due to Savings Banks__._----------------.------- $334,328 
question, “If savings banks get United States Government Obligations___- - 304.790 Deposits in —— of Treasury Subscriptions. a Lene 
these branch privileges, what next United States Government Obligations rec’d in pay- United rome +3 ys em oposite. ------.-- die i ‘ane 
will they seek?” It is a fair ques- sinene Die Gaaiieady thihilihiinda 19.769 New York State Deposits -------------- - - ) 
tion. Let’s attempt to answer it. nem F Lapse e ures. ---..------ oe + Be tt Other Depestts « . . 22.20 cnc cn ccc cnn eee enone 7,16t 
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S , nail St. > 2 
ple. In view of their excellent tel cae vee eco Semin Uader Walled States 5,361 Reserve for Taxes and Expenses__--_-. sures 32% 
performance of this assigned task, & y ; d Accrued Interest and Accounts Payable________-_--~- 16% 

ge egy “se = algae y Housing Acts : 27,999 » 504 
it is in the public interest that Capital Stock . = sane 2a 
every right, every privilege, every New York State Thruway Authority Bonds. 1,900 Capital Debentures due June 30, 1958___- te 91.373 
power which will enab'e savings Bonds and Mortgages received in payment for Cap- Surplus Fund 2,500 
banks to perform the function of ital Debentures x 1.041 Undivided Profits 14,484 
thrift safely and securely should Accrued Interest and Accounts Receivable________ 2,712 Bond Reserve Account ___------------- a 2,75) 
be given to them. Of course, all J omer as ee 
types of financial institutions TOTAL ASSETS — ate a a $389,750 Tae es BREED oo cnwnsnasssceena pone $389,751 


should be protected against ruin- 


ous competition. 


tection should not be 


But such pro- 
permitte J 


to create a monopoly in the sub- 
urban areas of our State. Surely, 


“ 
savings banks are entitled to DIRECTORS 
equality of opportunity to serve 
the public. Or, to restate te ROVERT A. PARN*®T ELLIOTT M. E' DRYDGE GEORGE C. JOHNSON 
eas he bli ° ‘i itled Chairman / e Board Chairman of the Board President. The D rings 
proposition, the public 1s entitlec American Irving Savings Bank. The Wiliamsburgh Savings Bank, Sank of Breckion. 
to freedom cf choice in selecting New York Cit Brooklyn, N. ¥ Brooklyn, N. Y 
the type of financial institution to WILLIAM FRYSON _ BRYANT GLEN¥Y 7 7 
which it will entrust its savings. de ag ny fe a County President. Buffalo Savings Bank, ALBERT 0. JOHNSON 
s a 7% an " , , > » I 
. . . . > » Buffao, N y Frecutive Vice resident 

But a firm insistence on our in- Avb rn, N. ¥ = acta ine Senet Geanene, 
herent rights, necessarily implies CHAB'ES W. CARSON a - ye New York City 

¢ . . _ ¢ : Preside-t *e Com nity eside eG ( 
that we will be equally firm in Seger mn a = fle re tr Savings Bank en ane 
supporting and defending the Roc” *:ter, N. Y¥ New York City President, 7 tibany Exchange 
rights of others. Savings banks ROBFRT M. C*THARINE TYOMAS H. HAWKS Savings Bani 
were not created to render a comn- Prez don Do "la Savritgs Bank P es dent, Rochester Savings Bant, A bany, N. Y 

7 aaitiel soinenl inde of the C’'tw of New Yor Rochester, N. ¥ 

mercial banking service. And sav- New York Cit+ . weer seers 
ings banks should not seek to in- CYARTES 4. CHURCHIU byes - ye , prec'tant, Cates Dime 

* . . . "Té ? 7 gemorc 
fringe upon the functions of the Pres den‘, Cortland S¢ gs Ba <, cng Bs , Savings Bank 
commercial banks. Part of this ore eae , Ridgewood, N. Y Vew York City 
unfortunate strife has been due to gg eg - AUGUST IMLEFEID JOHN 1. MILLET 
the threat of a gradual over- Savings Bani Prevident, Savin« Banks Trt President, The Troy &¢ RB ! 
lapping of functions. Specifically, Lo :g Island City, N. Y Company, New York City Troy, N.Y 


I have little patience with 


thore 
who urge that savings banks seek 


i 


Of the above assets on September 30, 1954, $11,515,000 were pledged to secure deposits of public monies and for other purposes required by law 


GEORGE O. NODYNE 
President, East River 
Savings Bank 
New York City 

GEORGE M. PENNEY 
President, Oswego Cil 
Se 17s Bonk 
Oswego, N. ¥ 

DANIEL T. ROWE 
President, King Highwe 
Savings Bank 
Brooklyn, N. Y 

EARL B. SCHWULST 
President and (¢ rman 
The Bowery Sa ng Bun 
New York City 

HARRY F. SMITH 
President, N t 
Savinas Bar} 

Newburgh, N. Y¥ 
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Dealer-Broker Investment 
Recommendations & Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 





Atomic Map and Glossary—Literature—Atomic Development 
Securities Company, 1033 Thirtieth Street, N. W., Washing- 
ton 7, D. C. 


Chemical Fertilizer Industry-——Analysis in “Monthly Stock Di- 
gest’—-Nomura Securities Co., Ltd., 1-lchome, Nihonbashi- 
Tori, Chuo-ku, Tokyo, Japan. 


Investment Opportunities in Japan—Circular—Yamaichi Secu- 
rities Co., Ltd., 111 Broadway, New York 7, N. Y. 


Japanese Electric Power Stocks—Discussion in “Weekly Stock 
Bulletin’ —The Nikko Securities Co., Ltd., 4, 1-chome, Maru- 
nouchi, Chiyoda-ku, Tokyo, Japan. 


Over-the-Counter Index—Folder showing an up-to-date com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as to 
yield and market performance over a 13-year period — 


National Quotation Bureau, Inc., 46 Front Street, New 
York 4, N. Y. 


Public Utility Common Stocks — Comparative tabulation — G. 
A. Saxton & Co., Inc., 70 Pine Street, New York 5, N. Y. 


Fax Savings from Dividend Credits and Capital Losses—Book- 
let including tax exchange tables—E. F. Hutton & Company, 
61 Broadway, New York 6, N. Y. 


Bwenty Stocks for 1954—Recapitulation of results at end of 
10 months—Amott, Baker & Co. Incorporated, 150 Broad- 
way, New York 38, N. Y. Also available is the current issue 
of the Amott Baker Real Estate Bond & Stock Averages. 


* 


ABC-Paramount Theatres—Memorandum—Shearson, Hammill 
& Co., 14 Wall Street, New York 5, N. Y. Also available 
are memoranda on Colgate Palmolive Co. and Shell Oil Co. 


Automatic Firing Corporation—Report—White & Company, 
Mississippi Valley Building, St. Louis 1, Mo. 


Aztec Oil & Gas—Data—New York Hanseatic Corporation, 
120 Broadway, New York 5, N. Y. Also available is an anal- 
ysis of Rechester Telephone. 


Borg -Warner—Review—lIra Haupt & Co., 111 Broadway, New 
York 6, N. Y. Also available are memoranda on Lehman 
Corp. and F. C. Russell Co. 


Certain-teed Products Corporation — Analysis — Filor, Bullard 
& Smyth, 39 Broadway, New York 6, N. Y. 


Chemical Corn Exchange Bank of New York — Bulletin — 
Laird, Bissell & Meeds, 120 Broadway, New York 5, N. Y. 


Cone Mills Corp.—Analysis—H. Hentz & Co., 60 Beaver Street, 
New York 4, N. Y. 


Continental Assurance Co. — Memorandum — William Blair & 
Co., 135 South La Salle Street, Chicago 3, Il. 


Detroit Hardware Manufacturing — Analysis — General Invest- 
ing Corp., 80 Wall Street, New York 5, N. Y. 


Federal Paper Board Company—Report—First California Com- 


pany, Incorporated, 300 Montgomery Street, San Francisco 
20, Calif. 


Filtro) Corporation—Analysis—Vilas & Hickey, 49 Wall Street, 


New York 5, N. Y. Also available is an analysis of Baltimore 
& Ohio Railroad Co. 








NOT A NEW ISSUE 





71,000 Shares 


O’Sullivan Rubber Corporation 


(Winchester, Virginia) 


Common Stock, $1.00 Par Value 


Price $4.25 Per Share 


Copies of the deseriptive circular may be obtained from 
the undersigned This Circular and this advertisement do 
not constitute an offering to any person or firm in any 


state in which ich offering may not lawfully be made. 


Troster, Singer & Co. 
74 Trinity Place 
New York 6. N. Y. 


C. F. Cassell & Co., Inc. 
114 Third Street. N. E. 
Charlottesville, Va. 
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Kerr McGee Oil Industries—Memorandum—Hirsch & Co., 25 
Broad Street, New York 4, N. Y. 


Lehigh Coal and Navigation Company—Analysis—Seligman, 
Lubetkin & Company, 30 Pine Street, New York 5, N. , 


Missouri Pacific Railroad System—Bulletin (No. 180)—Smith, 
Barney & Co., 14 Wall Street, New York 5, N. Y. 


National Gypsum — Circular — Laird, Bissell & Meeds, 120 
Broadway, New York 5, N. Y. 


New Jersey Zinc Co.—Analysis—Jacques Coe & Co., 39 Broad- 
way, New York 6, N. Y. 


Nopco Chemical—Analysis—J. R. Williston & Co., 115 Broad- 
way, New York 6, N. Y. 


Olin Mathieson Chemical Corp. — Bulletin — Thomson & Mc- 
Kinnon, 11 Wall Street, New York 5, N. Y. Also available 
is a survey of Boston Edison, Cannon Mills, International 
Harvester, May Department Stores, Otis Elevator and Pull- 
man Ine, 


Pacific International Telephone Co. — Memorandum — Brush, 
Slocumb & Co., 1 Montgomery Street, San Francisco 4, Calif. 


Package Machinery Company — Card memorandum — May & 
Gannon, Incorporated, 161 Devonshire Street, Boston 10, 
Mass. 


Plough, Inc.—Analytical brochure—Clark, Landstreet & Kirk- 
patrick, Inc., 315 Fourth Avenue, North, Nashville 3, Tenn. 


Public Service of New Hampshire—Analysis—Ira Haupt & Co., 
111 Broadway, New York 6, N. Y. 


Radio Corp. — Brief analysis — Steiner, Rouse & Company, 
19 Rector Street, New York 6, N. Y. In the same bulletin are 
brief analyses of Motorola and Sylvania. 


Riverside Cement — Analysis — Lerner & Co., 10 Post Office 
Square, Boston 9, Mass. 


Reynolds Spring Co.—Data—Oppenheimer, Vanden Broeck & 
Co., 40 Exchange Place, New York 5, N. Y. Also available 
are data on Royal Dutch Co., Hudson Bay Mining & Smelting 
Co., Ltd., and American Radiator & Standard Sanitary Corp. 


Stanley Aviation Corporation—Analysis—Schirmer, Atherton 
& Co., 50 Congress Street, Boston 3, Mass. 


Techbuilt Homes, Inc.—Analysis—Aetna Securities Corpora- 
tion, 111 Broadway, New York 6, N. Y. 


Temco Aircraft Corporation—Bulletin—De Witt Conklin Or- 
ganization, 100 Broadway, New York 5, N. Y. Also available 
is a bulletin on Atlas Plywood Corporation. 


Tide Water Associated Oil—Data—Bache & Co., 36 Wall Street, 
New York 5, N. Y. Also available are data on Bethlehem 
Steel and Beatrice Foods. 


Tucson Gas, Electric Light & Power—-Analysis—Walston & 
Co., 120 Broadway, New York 5, N. Y. 


Zonolite Company—Analysis—Richard M. Cantor, 71 Broad- 
way, New York 6, N. Y. 


SECURITY TRADERS ASSOCIATION OF NEW YORK 


Security Traders Association of New York, Inc. 


Bowling League standing as of Nov. 4, 1954 is as follows: 


SORIA NP WN 


_— 
w — 


Team: 


Leone, Nieman, O’Mara, Forbes, Greenberg, Gannon 

Bean, Meyer, Bies, Pollack, Leinhardt, Weiler 

Donadio, Hunter, Fredericks, Demaye, Saijas, Kelly 
Growney, Alexander, Eeiger, Valentine, Burian, Craig 

Meyer, Murphy, Frankel, Swenson, Dawson-Smith, Kuehner 21 
Mewing, Define, Gavin, Montanye, Bradley, Huff_- 
Kaiser, Hunt, Werkmeister, Kullman, McGovan, O’Connor__ 20 


. Manson, Jacobs, Siegel, Topol, Frankel, Tisch 
. Krisam, Clemence, Gronick, Stevenson, Weissman, Reid____ 16% 
. Serlen, Rogers, Grumholz, Wechsler, Gersten, Gold 
. Klein, Rappa, Farrell, Coccolli, Straus, Cohen 


200 Point Club—Jack Barker: 210. 


(STANY) 


Points 
Barker, Brown, Corby, Weseman, Whiting, Fitzpatrick..._. 24% 


. ee 
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Broker and Dealer 


Material and Consultation 
on 
Japanese Stocks and Bonds 
without obligation 





61 Broadway, New York 6, N. Y. 
Tel.: BOwling Green 9-0187 
Head Office Tokye 











DEMPSEY-TEGELER & CO. 





N. Y. Hanseatic Corp. 
Opens Coast Office 


New York Hanseatic Corpora- 
tion announces that Benjamin R. 
Brindley has become associated 
with the firm as West Coast rep- 
resentative, with headquarters at 
110 Sutter Street, San Francisco. 
The office will maintain a direct 
private wire to the organization’s 
main office in New York. Mr. 
Brindley was formerly an officer 
of Blair, Rollins & Co., Incorpo- 
rated. 

Purcell E. Hall has also joined 
the new San Francisco office. 


With King Merritt 
(Special to THe Financia CHfONICLE) 
LOS ANGELES, Calif.—Angelo 
F. Giuggio is now with King 
Merritt & Company, Inc., 1151 
South Broadway. 


Joins Wagenseller Durst 


(Special to Tue FInanctat CH®onicre) 

REDLANDS, Calif.—William L. 
Kiley has joined the staff of 
Wagenseller & Durst, Inc., Fisher 
Block. 


Walston Adds to Staff 


(Special to Tue Financiat CHronicie) 
LOS ANGELES, Calif.—Joseph 
F. Writer is now with Walston & 
Co., 550 South Spring Street. 


With Stephenson Leydecker 


(Special to THe Frinanctat CHronicie) 


OAKLAND, Calif.— Lester M. 
Grant has rejoined Stephenson, 
Leydecker & Co., 1404 Franklin 
Street. He has recently been with 
Hooker & Fay and was an officer 
of the First Oakland Corporation. 


Joins La Montagne Co. 

(Special to Tue FINaNctaL CHRONICLE) 

PALO ALTO, Calif. — Clemens 
R. Mong, Jr. has become affiliated 
with La Montagne-Sherwood & 
Co., 418 Waverley Street. 


With W. C. Birkenmayer 


(Special to THe FINANCIAL CHRONICLE) 
DENVER, Colo.—John H. Weber 
has become connected with W. C. 
Birkenmayer & Co. U.S. National 
Bank Building. 


David Omiya Opens 
(Special to Tue FINaNctiaAL CHroONnIcre) 
DENVER, Colo. — David S. 

Omiya is engaging in a securities 
business from offices at 1853 Wel- 
ton Street. 


Two With J. R. Williston 


(Special to THe FInanctat CH*ONICLE) 


MIAMI BEACH, Fla.—Walter J. 
Desser and Martin Gruber are 
new with J. R. Williston & Co., 
631 Seventy-first Street. 
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Economists Predict 





Moderate Business Upturn 


By GEORGE CLINE SMITH* 
Economist, F. W. Dodge Corporation 


Mr. Smith presents a summary 


of opmions expressed by 186 


top economists polled by F. W. Dodge Corporation, along with 
comments on specific questions relating to the business outlook 


Moderate improvement in busi- 
mess activity is the consensus of 
reports by 186 of the nation’s top 
economists polled by F. W. Dodge 
Corporation 
in its annual , 
opinion sur- 
vey of the 
1954-55 out- 
look. More 
than three- 
fourths of the 
economists 
replying ex- 
pect total ac- 
tivity meas- 
ured by gross 
national prod- 
uct, to be 
higher than 
the current 
rate in each 
muarter of 1955; and in general 
they expect the trend during 1955 
to show a steady rise until the 
end of the year. 


However, the prevailing opin- 
jon is moderate, with the median 
forecast for the end of 1955 show- 
ing only a 2% increase over the 
devel prevailing in the second 
quarter of 1954, and slightly be- 
low the average for 1953, the 
lhighest year on record. This 
forecast could be interpreted as 
aneaning virtual stability, since 
the rise indicated is so slight; 
yet an underlying element of 
strength appears in the fact that 
three out of four economists do 
expect a steady, if gradual, in- 
«crease. (It should be noted that 
in last year’s poll, the majority 
predicted a mild decline in 1954, 
which was borne out by events.) 


Consistent with this view of 
gradual increase in total output, 
the majority also indicate a small 
rise in the Federal Reserve 
Board’s imdex of industrial pro- 
duction amid in consumer spend- 
ing. These forecasts also mark a 
reversal of the expectations re- 
corded in last year’s poll. 

The economists participating in 
the survey include 37 in financial 
©rganizations and insurance com- 
panies, 57 from other business 
firms, 46 from colleges and uni- 
versities, and seven from govern- 
ment; the remaining 39 are con- 
sultants or members of research 
organizations. 


Two non-economic factors oc- 
cupied a position of some impor- 
tance in the basic assumptions 
underlying the forecasts, accord- 
ing to comments made by many 
of the respondents. These two 
factors were the international 
situation and the political situa- 
tion. 

So far as could be determined 
from the comments, none of the 
group assumed that all-out war 
was in prospect, or that defense 
expenditures would be greatly 
increased or decreased during the 
coming year. Many comments, 
however, referred to the possi- 
bility of changes in defense out- 
lays. 

Several comments called atten- 
tion to the possible effects of the 
Wovember election. It is impos- 
sible to draw any conclusions as 
to prevailing opinion from these 
comments, but they do serve to 
indicate that many respondents 


considered the political situation 
as one of the “unknowns” in- 
volved in current economic fore- 
casting. 


Dr. George C. Smith 





*Editors Note: Mr. Smith desires to 
make it clear that his paper is a sum- 
mary of opinions expressed by the econ- 
emists polled-and is not a forecast by the 
F. W. Dodge Corporation. Such a fore- 


cast will be issued at a later date. 


_low normal. 


General Comments 


Comments on specific questions 
are included with the discussion 
of those questions below. A large 
number of respondents com- 
mented on the business outlook 
in general, and the following 
quotations are typical of the 
range of views expressed: 


“Present indications are that 
economic activity will be on the 
rise next year but at a rate be- 
This indicates an 
increasing portion of our produc- 
tive capacity may be idle, and 
therefore, business and govern- 
ment must accept special respon- 
sibility for bringing about more 
rapid expansion of market ac- 
tivity. For business this means 
stepped up efforts to secure 
larger markets. For government 
it means tax reduction to stimu- 
late production and consumption.” 

“Real question is not whether 
decline is over, but whether ex- 
pansion will occur rapidly enough 
to avoid growth in unemploy- 
ment. G. N. P. ought to rise by 
$15 billion per year to achieve 
this. If so, where is the upward 
push to come from?” 

“I feel that the readjustment to 
more closely approximating 
peacetime will continue. This 
means substantial changes in 
many individual industries but 
relatively little change in aggre- 
gates.” 

“Expect at least 18 months of 
reasonable stability.” 

“Balance of 1954 and 1955 
should continue to enjoy the price 
stability that has prevailed since 
January, 1951. Growth in the 
output of the economy should be 
resumed, and unemployment 
should drop below 3,000,000.” 

“I look for a speriod of com- 
parative economic stability, again 
assuming a ‘warful’ peace. Even a 
divided Congress, which appears 
likely, will not act too quickly 
to reverse the economic atmos- 
phere establshed by the Admin- 
istration in the last two years.... 
Monetary and banking policy will 
continue the key factor in sustain- 
ing plant expenditures and the 
economy.” 

“I think the efforts to bolster 
the economy by the type of in- 
flation that has been used within 
the last year are producing an 
appearance cof business revival 
without deep-seated improvement. 
Much will depend on the contin- 
uation of inflationary policies or 
their abandonment... . It is my 
opinion that military expenses or 
inflationary practices cannot for 
any considerable time continue 
to stimulate the civilian side of 
the economy.” 


“The overpowering force is that 
of politics and its ramifications, 
including the ever-present threat 
of involvement in a major war. 
All this is, I feel quite outside the 
province of economics. But with 
this as a modifying background, 
it appears that we shall have more 
or less continuous inflation.” 


“In my opinion 1955 will be a 
year of sustained, but not greatly 
improving, economic activity. Ac- 
tivities (in the absence of war) 
will continue to be sustained by 
government spending at all levels, 
a high level of consumption, and 
reasonable strength in the con- 
struction industries.” 

“As I see it, most business 
trends will be gradually upward 


but not in striking amounts for 
the remainder of 1954 and for 
1955. This will be due to these 


factors predominantly: 
“(1) Minor tax reductions. 








“(2) Slightly lower savings 
rate (personal). 

“(3) Inventories are fairly well 
worked off. 

“(4) Some wage increases. 

(5) Small increases in military 
orders. 

“(6) Continued population 
growth at rapid rate. 

“(7) New household formations 
at about 850,000-900,000.”’ 


Details of Replies 


The economists surveyed were 
asked to present specific forecasts 
for the remainder of 1954 and for 
1955 for 11 major economic indi- 
cators. A total of 186 economists 
replied, but a few omitted replies 
to parts of some questions. How- 
ever, the minimum number of re- 
plies to any part of any question 
was 168 (on new housing starts 
for the first half of 1955); replies 
ranged up to a maximum of 183 
on three questions. 


Gross National Product 


Total output of goods and serv- 
ices is expected by a majority of 
the economists to rise steadily, 
but not greatly, through the re- 
mainder of 1954 and all of 1955. 
The median estimate for the full 
year 1954 is $356.1 billion; the 
median estimate for 1955 is $361.4 


billion, an increase of a little over 
1% in 1955 over 1954. While this 
indicates an expectation of virtual 
stability, it is interesting to note 
that the tone is optimistic, since 
the median quarterly forecasts 
expect a steady increase from the 
low point in the first quarter of 
1954 (annual rate $355.8 billion) 
through the fourth quarter of 1955 
(annual rate $363.2 billion), an 
increase of about 2%. 


COMMENTS: “Country larger 
but will operate at a little lower 
percent of capacity.” ... “These 
observations reflect basic growth 
factors in the economy as offsets 
to competitive elements which 
might otherwise produce a mod- 
erate decline in business.” ... 
“The potential continues to be 
enormous.” 


II 
Cost of Living 


The median expectation of the 
economists responding is that 
prices as measured by the BLS 
consumer price index will remain 
steady throughout 1955. The 
median forecast for the end of 
1955 is 115.2 on the index, exactly 
where it stood in July of 1954. 
It should be pointed out that re- 
latively few economists individ- 
ually predicted such exact sta- 
bility; the majority forecast a 
rise or fall of one-half or one 
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point in the index, with approxi- 
mately equal numbers on both 
sides. This range is so small that 
it amounts virtually to stability; 
and 128 of the economists felt 
that at the end of 1955 the index 
would be between 114 and 116 
inclusive, a rise or fall of about 
1%. 

COMMENTS: “Balance of 1954 
and 1955 should continue to enjoy 
the price stability that has pre- 
vailed since January, 1951.” ... 
“Prices are likely to remain fairly 


stable.” ... “Relative stability in 
prices is expected.” 
Ii 


Wholesale Prices 


The picture with respect to 
wholesale prices is similar to that 
for consumer prices. The median 
expectation of the economists’ 
panel is that in December of next 
year the BLS wholesale price in- 
dex will stand at 110.3, very close 


to the average level so far in 1954. 
Again those expecting slight in- 
creases or declines were about 
equally balanced. A total of 99 
predicted that the index at the 
end of next year would be be- 
tween 109 and 111, inclusive, a 
range of about 1% above or below 


Continued on page 33 
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This announcement is neither an offer to sell nor a solicitation 


of an offer to buy any of these Securities. The offer 


is made only by the Prospectus. 


Shares of 








National Securities Series 


Growth Stocks Series 


A mutual investment fund invested in the 


stocks of industrial corporations selected 


for their growth possibilities. 


Priced at the offering price of 


approximately $15.50 per share 


Copies of the Prospectus for use between November 9, 1954 and February 9, 
1955, or until 2,500,000 shares have been sold (whichever occurs first) 
can be obtained in any State only from such of the undersigned 
as may legally distribute the Prospectus in such State. 
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36 Wart Sreeetr, New York 5, N. Y. 
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No Change in Administration's 
Policy As a Result of Election 


By HERBERT BROWNELL, Jr.* 
Attorney General of the United States 


President’s cabinet member, referring to the recent election 
results, asserts policies of the Eisenhower government will not 
be changed as result of the election returns. Says aim of do- 


mestic policy is to complete transition from a wartime to a 
peacetime economy. Concludes, “this government will con- 
tinue to be liberal.” 


I think I can say to you today, 
although the _ election § returns 


aren't complete, and they tell me 
that there are going to be a few 
recounts, that : 


a 


as far as the 
policies of the 
Eisenhower 
government 
are concerned, 
there will be 
no letup or 
change as a 
result of this 
election. 

The Presi- 
dent has two 
goals in which 
I am sure you 
wholeheart- 
edly agree: one 
has to do with 
foreign policy, and that is that we 
shall have a regard primarily to 
the interests of the United States 
of America in our dealings with 
other countries. It is very easy to 
negotiate with the other fellow 
and give him everything he wants 
and come out friends with him— 
that has been tried—but the ul- 
timate result of that is that you 
dont have any friends really 
when you end up. 

The policy of the present Ad- 
ministration has been to negoti- 
ate firmly, not only with our en- 
emies, but also with our friends, 
to point out very succinctly what 
the needs and aspirations of this 
country may be. 

I personally think—I hope I 
am not interjecting a _ partisan 
note—that that policy has proved 
to be very successful because we 
now have in Europe a coalition 
against communism which is per- 
haps more effective and strong 
than at any time in the postwar 
years. 

That means a great deal to this 
country because, as you know 
only too well, twice during your 
lifetime we have had to go to war 
because Europe has not been able 
to settle its own problems, and 





Herbert Brownell, Jr. 


*From an address by Attorney General 
Brownell before the American Hotel As:- 
sociation Convention, New York City, 
Nov. 4, 1954. 


has been divided and weak and 
aggressors have been able to de- 
stroy their system. 

It appears now that as a resu't 
of long, painstaking work, that 
era is over, and our friends among 
the other free countries of the 
world have realized that the big 
danger in the world today is 
communist aggression, and just 
for self-interest, if for no other 
reason, it is important that they 
bind themselves together to see to 
it that this aggression does not 
succeed. 

I believe it is true, as the Presi- 
dent has stated, and as the Sec- 
retary of State has stated, that 
at the present time the chances of 
maintaining peace are greater 
than they have been for a long 
time. 


Domestic Major Objective 

The other major objective of 
the Administration, which will be 
continued in full force, is to com- 
plete this transition from a war- 
time economy to a_ peacetime 
economy, without having to go 
through a depression as we had to 
in the oid days. I believe that is 
well on the way to accomplish- 
ment and to me one of the most 
inspiring things about President 
Eisenhower’s leadership has been 
the way that all segments of our 
economy have responded to his 
leadership and have maintained 
confidence in our system. You 
see that the sign-posts are set 
in the right direction; that where 
we find waste and extravagance 
in the government we will elim- 
inate it: where we find, consist- 
ent with national security, that 
we can cut the budget and cut 
taxes, thus aiding private enter- 
prise in this country, that will be 
done. Where we find unnecessary 
economic controls they will be 
taken off, but in matters affecting 
the individual rights of citizens 
in this country, of their matters 
of the spirit, you might say, their 
personal stake in society, and a!l 
those matters, this government 
will continue to be liberal. 


We think that is just as impor- 
tant as it is to be conservative in 
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matters affecting the pocketbock. 
There is no conilict between the 
two, and the President has some- 
times described it as a middie-0oi- 
the-road philosophy. 

You know, that makes an awful 
lot of people angry, when you 
talk about being middle-or-the- 
road—those on the extreme leit 
seeking to tear down our gove-n- 
ment and substitute a socialistic 
form, of course, don't like it— 
and some of those on the extreme 
rizht, who would likewise change 
in a very material respect the 
form of government which has 
worked so well in this country for 
now pretty well 200 years, they 
will be disappointed too. But, to 
my mind, the great bulk of the 
American citizens believe in this 
policy of moderation. It takes 
more patience and is more time- 
consuming, but in the end it 
achieves the balance that we want 
which will allow this country to 
go ahead with an economic systein 
which is so tar s perior to any 
other that is known on the face 
of the globe, that there can be 
really no doubt about the fact 
that that is what we want. 


Follow the President’s Leadership 

Those two objectives—the mod- 
erate policies of the Eisenhower 
Administration—will go forward, 
and I believe that force of public 
opinion will see to it that your 
representatives in the nation’s 
capital, whether they be in the 
Executive Branch or whether they 
be in Congress, follow the Presi- 
dent’s leadership. 

That is our goal. That is our 
attitude. We are ready to co- 
operate and I believe that co- 
operation will be achieved to the 
benefit of everybodv in this 
country. 


Bache & Co. Offers 
Mutual Fund Shares 


Bache & Co., on Nov. 9 an- 
nounced a precedent-setting ar- 
rangement for the distribution of 
upward of 2,500,000 shares of the 
National Securities Growth Stocks 
Series at the offering price which 
was $15.54 per share 9n Nev. 5. 

The arrangement is unique in 
the investment industry in tnat it 
marks for the first time a con- 
cenitrated effort by a single firm 
as dealer-manager for the spon- 
sor of a sizable number of shares 
of a mutual fund which has been 
in existence a number of years, it 
was pointed out. National Secu- 
rities Growth Stocks Series shares 
have been on the market since 
1940. 

The record making sales effort 
coincides with the publication by 
The National Securities & Re- 
search Corp., sponsors and man- 
agers of the National Securities 
Growth Stocks Series, of a timely, 
comprehensive, specially prepared 
booklet dealing with atomic age 
investing. 

In its booklet. National Secu- 
rities & Research notes that for 
some years the fund’s portfolio 
has included common stocks of 
well established corporations en- 
gaged in uranium, atomic energy, 
electronics and allied fields. 

National Securities & Research 
Corp., 120 Broadway, New York, 
was established in 1930. It is the 
investment manager and sponsor 
of the National Securities Series 
of mutual funds, which number 
seven, and are namely, the Bond 
Series, Preferred Stock Series, 
Income Series, Stock Series, 
Balanced Series, Income Series, 
Stock Series, Growth Stocks Se- 
ries. Shares of the funds are dis- 
tributed 
states. 


through 


dealers in 4 


The market value of funds un- 
der supervision of National Secu- 
rities & Corporation 
currently exceeds $190,000,000. 
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Of ali the games which men play the game of National Pol- 
itics is, to my mind, unquestionably the most fascinating and for 
ti.e greatest stakes. In that ligit I get a great kick out of the 
crocodile tears being shed by Stephen Mitchell, Chairman of the 
bemeciauc Walial COMs:.i.tee, and other 
high Lemocratic lumina:ies over the Repub- 
lican charges, mainly by Vice-Pres dent Nixon, 
that the Democratic party has been “soft” on 
Communists. 

A few weeks before the recent elections, 
Democratic Speaker Sam Rayburn of the 
House and Democratic Leader Lyndon John- 
son of tle Senate, announced the Cor gressional 
Committee Chairmansh ps which would be in 
effect under a Democra.ic Control of Con- 
gress. There would be George of Georgia, 
Chairman of Senate Foreign Relat ons; Byrd 
of Virginia, Chairman of Senate Finance; 
Spence of Kentucky, Chairman of House 
Panking and Currency: Clarence Cannon of 
Missovri, Chairman of Ho vse Appropr ations; 
Russell of Georgia, Chairman of Se- ate Armed 
Forces. Any Communists or soft on Communists men there? No, 
they are among the ablest members of Congress. 

As a matter of fact, these men deserve the commendation of 
the American people for having seen the Communist menace of 
the Roosevelt and Truman Administrations and for having op- 
posed those Administrations, at least from 1938 on. They were 
not able, however, to prevent the situation whereby the Com- 
munists came to be the most respectable and influential people in 
the Washington government, in radio and newspapers, in maga- 
zines, in Hollywood. The group of Southern and other Democrats 
whom I have in mind have been smeared just as much as Nixon 
and McCarthy are being smeared today. 

You can bet your boots that it is no satisfaction to Walter 
Reuther, the ClO generally, the ADA and the Communists—and 
they don’t like to be associated together and there is a difference 
—that there are the Democratic chairmen of the committees that 
I have described. 


But Stephen Mitchell knows, and Adlai Stevenson krows, that 
when they mention these Democratic chairmen of committees that 
they are hiding behind a false facade. They know that for the 
“Democrats” to be in power, outside of the South, means a 
government by the Leftist riffraff. They know that it got to be 
such a disgusting riffraff that these distinguished gentlemen 
whom they like now to brag about as the chairmen of the Con- 
gressional committees were mostly in 
Eisenhower victory in 1952. 
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favor, secretly, of the 
Being human, they are now happy 
to have their committee chaimanships back again. 

These crocodile-tear-shedding Democratic leaders know that, 
back under Roosevelt, Reuther, the CIO, and ADA and the 
Communists were all of one feather, they all subscribed to Mrs. 
Roosevelt's statements: “What's wrong with the Communists: we 
are all pursuing the same ends.” Reuther, the CIO and ADA were 
off-shocts of this philosophy. They reorganized when the Com- 
mies became definitely known as enemies and agents of a foreign 
government. A very distinct difference between Reuther, the CIO 
and the ADA on the one hand and the Communists on the other is 
that the former are working within the framework of the Ameri- 
can Government; they are not agents of any foreign government. 

3ut they are so “broad-minded,” so “tolerant.” 
now they decry the * 


that even 
Communist witch-hunt.” They would rather 
we forget about their past associations. That was just a mis- 
deed, a tragic misdeed in which they would have us believe 
we were all at fault when all of us were not. 


Heavens knows, Truman was no Communist. Left to his own 


devices, he was very much an American with most of the pet 
prejudices which we Americans have. But the political exigencies. 
pointed out to him after he had been in office for a few months. 
dictated that his political success and that of the Democratic party 
lay in not going after the Communists and fellow 


travelers in 
his Administration, not because the Communists 


in themselves 
were so politically strong but that the racial ties of the fellow 
travelers were. 

I have no doubt that George, Byrd, Russell and the other 
Democrats about whom Mitchell likes to brag will continue to 
hold the Reuthers, the CIO and the ADA in check. but two 
years from now they will be just as unhappy about their associa- 
tions in the hodge-podge which is called the 


Democratic party 
as they were in 1952. 


They are not the Democrats that Nixon 
talks about and nobody knows this better than Chairman Mitchell 
and the wise-cracking Adlai Stevenson who, to my mind, has no 
more chance of being President than you or I. 


Manus Corporation Opens 


Manus 


R. A. Presley, Jr. Opens 


Corporation has been DALLAS, Tex.—R. A. 
Avenue, New York City, to en- 


gage in a securities business. Jos 


business from offices at 


9 Manana Street. He was formerly 
Allen S. Manus is a principal of with Waddell & Reed. Inc. and 
the firm. Henry Seay & Co. 


... Thursday, November 11, 1954 


; ) Presley, 
formed with offices at 720 Fifth Jr. is engaging in an investment 
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Mr. Sommers, after commenting on the relative stability of 
business ccnditions since early in the year, discusses the pros 
and cons of a rise in industrial activity in coming months. 


Looks for a moderate advance 
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Analysis of the Indus'‘rial Oatlook 


By ALBERT T. 
Business Analyst, National Industrial Conference Board 


SOMMERS* 


in business due to closing of 


an inventory gap, along with a slow secular enlargement of 
normal consumer d:mands, rather than a sharp business cycle 


expansicn. 


Adds that since much of busimess recovery in 


coming months is ascribed to ending of inventory liquidation, 


industries in which 


Since early in 1954, the most 
prominent feature of American 
business conditions has been an 
unusual degree.of stability. On 
a quarter-to- 
quarter basis, 
neither gross 
national 
‘product nor 
the industrial 
production 
index, nor 
employment 
—the three 
most watched 
business indi- 
cators — has 
shown any 
appreciable 
change. In the 
second quar- 
ter of this 
year, the stability reflected in 
these aggregate measures hid 
a shift in thé composition of busi- 
ness activity away from the de- 
mands of defense and toward the 
demands of consumers. But in re- 
cent months even this shift has 
slowed very markedly; measuring 
ffom April-June to July-Septem- 
ber, virtually all of the major 
eomponents of gross national 
product have been about stable. 


Personal consumption has con- 
‘tinued at about its second quar- 
ter rate; defensé spending and 
capital outlays by business have 
declined only slightly; inventory 
has continued to drain off at a 
rate perhaps slightly higher than 
in the second quarter; new pri- 
-vate construction has risen some- 
what further, as have state and 
local outlays. No one of these 
trends has been of_sufficient mag- 
nitude te impart any sense of di- 
rection to total.industrial activity. 


- Those monthly indicators which 
foreeasters have come to depend 
on heavily have been behaving in 
‘a similar way. The industrial pro- 
-duction index has fluctuated be- 
tween 123 and 125 throughout the 
year; personal incomes and retail 
sales have been stable for” six 
months; wholesale and retail 
prices have hardly moved in 1954. 
Factory employment and _ total 
nonfarm employment, after cor- 
rection for seasonal factors and 
also for the effects of strikes in 
the lumber and rubber industries, 
have been moving sideways since 
early summer. Hours worked and 
new orders in manufacturing— 
two of the so-called “leading indi- 
cators” that have a fairly repu- 
table record as forecasters — are 
still without a trend. 

Finally, the system of fore- 
shadowing statistics, which now 
covers most of the important 
planned demands of business, gov- 
ernment and consumers, also ap- 
pears to be in neutral, at least 
when the statistics are taken as 
a group. The rise of construction 
activity foreshadowed in the cur- 
rently high level of construction 
contract awards is about fully off- 
set by declines foreshadowed in 
the Department of Commerce's 
series on anticipated business ex- 
penditures for plant and equip- 
ment, and in the somewhat lower 
level of defense expenditures 
foreshadowed in the September 
revision of the fiscal] 1955 budget. 
What limited foreshadowing in- 
formation is available on the de- 
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*A talk by Mr. Sommers before the 
New York Chapter of the American Sta- 
tistical Association, New York City, Oct. 
14, 1954. 


such liquidation has been most rapid 
should benefit most. 


mands of consumers for durable 
goods does not suggest any im- 
portant change from current 
levels. 


‘4iu8 general stability is a source 
of son.e embarrassment. to eco- 
nomic forecasters. Forecasters are 
happiest—if they are ever happy 
—when they are projecting a 
trend already in existence, for 
one very good reason. If the trend 
continues for just 24 hours after 
the forecast is made, they can 
claim that they were exactly right 
in the crucial matter of direction, 
and any errors that materialize 
later can be dismissed as minor 
miscalculations in timing and di- 
mensions. 


In the embarrassing absence of 
an existing short-term trend, I 
propose to back off a bit from the 
actual month-to-month changes in 
current industrial statistics, and to 
try, instead, to put their current 
levels in some perspective. 

In early 1952, you will recall, 
business was still experiencing the 
so-called “lull in inflation” that 
appeared after the second scare 
buying wave of 1951. Between the 
first quarter of 1951 and about 
April, 1952, defense spending was 
rising at its fastest rate of the 
post-Korean period. But most 
consumer industries were suffer- 
ing from considerable slack.~ In 
spite of increasingly severe mate- 
rial restrictions, the. automobile 
industry was having difficulties- 
selling its output; consumer dura- 
ble goods producers and retailers 
were still clearing out warehouses 
at heavy discounts from list price: 
Most soft goods industries serving 
primarily the consumer were also 
liquidating inventory. in early. 
1952. During the year ended in 
early 1952, total measures of the 
physical volume of industrial ac- 
tivity were stable. but the distri- 
bution of material and manpower 
resources was shifting out of the 
civilian sector and toward defense. 


The boom that emerged out of 
this stability drew its strength 
from a large number of sources in 
both the civilian and defense sec- 
tors, many of them of a one-shot 
variety. Regulation W, which had 
inhibited consumer borrowing for 
the preceding 18 months, and 
which had held the average dura- 
tion of instalment credit contracts 
to about 13 months, was revoked 
in April, 1952. The result was a 
sudden new blossoming of the 
postwar instalment credit boom. 


Secondly, the 1952-1953 boom 
gained much of its momentum 
from the stripping of inventories 
of steel and steel products during 
the two-month strike of mid- 
summer 1952. Before the steel 
strike, steel stocks were extremely 
heavy, and the industry’s operat- 
ing rate for late 1952 was open to 
auestion. After the strike, capac- 
ity operation in stee] was assured, 
at least through early 1953. This 
assurance was actually underwrit- 
ten by published plans of the de- 
fense agencies for a catch-up in 
defense production. The strike 
also precipitated a catching-up 
period in capital goods industries, 
where operating rates had also 
been in doubt prior to the strike. 
Personal incomes were inflated 
by a new round of wage increases 
emerging out of the strike settle- 
ment. And to top it all, this sud- 
den injection of a battery of busi- 
ness stimulants occurred in the 
presence of the widest Federal 


budget deficit of the postwar 
years. 


As the 1952-53 boom matured, 


it naturally consumed its fuel. As 
the rise in inventories continued 
into 1953, the character of accu- 
mulation gradually changed from 
voluntary to involuntary. Within 
about a half year, 


automobile 
svocxs swung from negligible to 


ominously high. At the same time, 
the credit boom came to depend 


increasingly on more and more 
favorable terms. The peak in the 
seasonally adjusted rate of instal- 
ment credit extensions occurred 
in March, 1953, and the average 
length of existing contracts sta- 
b.lized at about 17 months. The 
end of the catch-up in defense 
production came in the. second. 
quarter of 1953, and the new burst 
of ~plant and equipment outlays 
reached its peak in the third quar- 
ter. 

‘in the ensuing general decline 


‘of business conditions, most of the 


demands that precipitated the 
1953 boom went into reverse. In- 
ventory policy swung sharply 
from a $5-billion annual accumu- 
lation rate in mid-1953 to about a 
$5-billion liquidation rate in early 
1954. The seasonally adjusted rate 
of instalment credit extensions de- 
clined rapidly into early 1954, and 
actually ran somewhat below the 
repayment rate in the early 
months of the year. The annual 
rate of the Federal budget defi- 
cit was cut about in half, and in 
the process the defense spending 
rate was reduced to fully 10% 
below its level at the beginning 
of the 1952-53 boom. Capital out- 
lays of business declined slowly, 
but without interruption. Manu- 
facturers’ backlogs fell very 
sharply, principally in defense in- 
dustries. 

The point to be made in con- 
nection with the 1953-54 decline 
is that there is very little evidence 
that it has overcorrected—in most 
areas, it has not gone so far as to 
rebuild.rapidly the conditions re- 


quired for a new expansion of the. 


1953 type. The sources of the 1953 
boom are not reappearing, after a 
year of withdrawal from the 
boom’s peak. 


- For example, the seasonally ad- 
justed rate of instalment credit 
extensions rose somewhat in early 
1954, and has since run at about 
the repayment rate. Outstanding 
credit, on a seasonally adjusted 
basis, has not risen in 1954, but 
neither has it been reduced signif- 


icantly below a year ago. Rela- 
tive to disposable personal in- 
comes, the insta!ment debt repay- 
ment rate is still at its highest- 
level on record. Similarly, capi- 
tal outlays of business, while they 
have declined, are only modestly 
below a year ago, and have cer- 
tainly not reached a level which 
suggests an accumulating backlog 
of demand for new capital equip- 
ment, for either replacement or 
expansion. In this market no new 
stimulus has appeared of suffi- 
cient dimension to offset the wan- 
ing of the accelerated amortiza- 
tion program, which piayed an 
important part in bringing 1953 
outlays to their impressive peak. 
There is, likewise, no evidence 
that the present rate of defense 
deliveries, which is now more 
than $10 billion below its peak, is 
building a backlog of defense de- 
mand for the future. While the 


rate of obligation of funds has- 


risen, the budget suggests a slight 
further decline in actual produc- 
tion and deliveries. Finally, real 
per capita consumption has con- 
tinued at or above its extremely 
high 1953 rate; at this rate, it is 
hard to believe that consumers 
are storing up demand for a new 
burst of spending. Judging from 
the available figures, only a very 
small proportion of spending units 
are living at a scale significantly 
below the best scale they have 
ever known in the past. 


This leaves inventory as the 
principal area in which the 1954 
recession has been building a base 
for a new advance. Even here the 
evidence is not conclusive. Pres- 
ent information — including that 
directly from purchasing agents 
surveyed by their own association 
—does not suggest a swift, specu- 


lative accumulation in the near 
future, but only an. ending of 
liquidation.. Part of the reason 


for this hesitancy may be that in 
hard goods, which accounts for al- 
most all of the liquidation of the 
past year, delivery times on vir- 
tually all items have improved 
dramatically, and the 90-day 
stocks carried in 1951-1953 are 
simply no longer necessary. 
Moreover, 1954 competition be- 
ing what it is, few purchasing 
agents are disposed to argue that 
the prices of what they buy..are 
likely to rise in the near term. 
The speculative urge to accumu- 
late is thus also absent, at least 
for most commodities. There are, 
in addition, some statistical 
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grounds for thinking that inven- 
tory-sales ratios in many markets 
may still be somewhat high, in the 
ligat.of what seems to be a pro- 
nounced secular downtrend in the 
ratio over the past 35 years. 
it is also true that a substantial 
volume of inventory, amounting 
to perhaps $12 billion, reposes in 


And 


government warehouses as the 
property of the Commodity Credit 
Corporation and the defense 


stockpile. These government-heid 
inventories are not reflected 
the business inventory figures, or 
in inventory-sales ratios. But they 
nevertheless bear, if only indi- 
rectly, on industrial markets and 
henee on industrial prices. 


in 


Apart from the short-term in- 


fluence of a return to normal in- 
ventory demand, there are a num-. 
ber of longer-term influences at 


work which will tend to promote 
recevery. These include, amor? 
others, the steady rise in our pop— 
ulation, and the extremely rapid 


current pace of industrial researc!» 


and technology. The year-to-year 
gains in industrial activity attrib— 
utable to these longer-term influ— 
ences are, however, hot large, an&® 
forecasters working with 195% 
seem to place their greatest? 
weight on a moderate recovery iw 
inventory demand. 


To summarize what I believe to 
be the current consensus of an— 
alysts, the fact that we have ha@ 
six months of stability in agg.:c- 
gate final demands.-in the pres= 
ence of a relatively rapid drain 
on inventory, suggests a rise in 
industrial activity in coming 
months, and extending well into 
1955. But the preferred descrip= 
tion of this rise is in terms of & 
gradual closing of an inventory 
gap, plus a slow secular enlarge- 
ment of normal demands, rather 
than a sharp business cycle ex=< 
pansion. It should be added that 
since much of the growth in con. + 
ing months is expected to result 


largely from an end of inventors, 


liquidation, those industries, suc. 


as steel and autos, where liqui-, 


dation has been most rapid shoulJ 
benefit most. :, 


-_ With Daniel D. Weston 


; (Special to Tue FInancraL CHRONICLE) : 
‘ BEVERLY. HILLS, Calif.— 
Philip M.- Smith, Jr.. has been 
added to the staff of Daniel- LD, 
Weston & Co., 118 South Beverl# 
Drive. He was formerly witis 
Mitchum, Tully & Co. 
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Are the Savings Banks 
Meeting Competition? 


By J. HAMILTON CHESTON* 


President, National Association of Mutual Savings Banks 
President, The Philadelphia Saving Fund Society 


Mr. Cheston discusses the situation of mutual savings banks 
throughout the country and notes that 1954 has been a year 
of progress. Says savings banks should participate in the un- 


paralleled economic growth of 


the nation and efforts should 


be made to promote the convenience of thrift savings to the 

public. Discusses the new Housing Act as it affects savings 

banks and notes progress of savings bank life insurance. Urges 
continued cooperation among savings institutions. 


It is a real pleasure to meet 
with you today amidst these beau- 
tiful surroundings to bring you 
greetings from the National As- 
sociation and 
to discuss 
with you some 
of the _ chal- 
lenges that 
confront our 
indu ‘ry today 
in the highly 
competitive 
quest for the 
saver’s dollar. 
These _ prob- 
lems are not 
theoretical or 
imaginative, 
but are down- 
to-earth situa- 
tions that con- 
front each and every one of our 
institutions day by day. Upon 
their successful solution depends 
the status of our industry in the 
thrift business a generation hence. 
We must first be alert to the prob- 
lems that the challenge presents 
and, secondly, we must carefully 
analyze the problems in order to 
prepare a well thought out plan 
of action which will enable us to 
meet them. 

Since my election as President 
of tie National Association I have 
attenied eight State meetings, in- 
cluding one of the Mortgage Bank- 
ers Association at San Antonio, 
Texas. I have also recently con- 
cluded a three weeks’ trip to the 
Pacific Coast. There I attended 
meetings of and visited with sav- 
ings bankers and commercial 
bankers at Seattle, Tacoma, and 
Portland. As the result of these 
meetings, I am distinctly encour- 
agi:d to observe initiative and 
aggressiveness in meeting com- 
petition on the part of individual 
institutions. 

The over-all picture of our in- 
dustry continues to be satisfac- 
tory, as measured by the usual 
indices of progress, such as de- 
posit growth, gain in accounts, 
surplus, dividends or interest 
credited, and so forth. All of you 
I am sure closely follow these 
figures, and are familiar with 
them. 


Looking forward over the next 
generation, the prospects for eco- 
nomic growth in our nation are 
unparalleled. In actual physical 
terms, despite the depression of 
the 1930’s, our gross national 
product actually doubled, and in 
dollar amount it more than tripled. 
Accompanying these gains has 
been a redistribution of income 
which has diffused the gains far 
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more widely among people at 
large instead of concentrating 
these gains in the high income 
groups. When we consider the 


upward trend of population and 
the technological advances which 
are in prospect—we are on the 
threshold of the atomic age—the 
outlook is for an unparalleled 
rate of economic progress. Now, 
we as savings bankers want to 
participate fully in this growth. 
We want our share of the saver’s 
dollars, and we want, through 

*An address by Mr. Cheston before the 
Gist Annual Meeting of the Savings 
Banks’ Association ef the State of New 


York, White Sulphur Springs, West Vir- 
ginia, Nov. 5, 1954. 


investment of funds entrusted to 
us, to help that economic progress. 


Furnishing Convenience for 
Savings 

One of the most important con- 
siderations in attempting to do an 
adequate job of bringing our 
service to more and more people 
is the matter of convenience. In 
recent surveys, convenience has 
been emphasized as one of the 
leading reasons why people choose 
one bank or thrift facility over 
another. If you have a convenient 
location with adequate banking 
hours, if you have good personal 
relations at every point of contact 
with the public and offer as many 
banking and related services as 
possible, you are doing a good 
job in filling the thrift needs of 
your community. However, to 
have these advantages is not 
enough — the public must know 
that you have them. Through 
word of mouth, newspaper, radio 
and television advertising, activi- 
ties of your staff in civic affairs 
and other channels, you must get 
your message across. I am glad to 
notice the emphasis placed, in 
New York, on bringing the sav- 
ings bank message to the public, 
both through the efforts of in- 
dividual institutions and through 
your Statewide Cooperative Pro- 
motional Campaign. We must re- 
member that while our expendi- 
tures for this purpose may seem 
large to us in the light of our past 
experience, they are nevertheless 
small in comparison with the 
amounts spent by our leading 
competitors. Data prepared by 
the Federal Home Loan Bank 
Board shows that in 1952 the sav- 
ings and loan associations, in the 
aggregate, spent over $25 million 
for advertising. According to the 
survey by the National Associa- 
tion’s Committee on Public Re- 
lations, the mutual savings banks 
spent about one-third as much. 


Most of you know from the 
Bulletins of the Association that 
we are devoting time and effort 
to arrive at a better and more 
satisfactory understanding with 
the savings and loan organizations. 
Two subcommittees of the Na- 
tional Association are working to 
that end, and I am going to Los 
Angeles the middle of November 
to address the Annual Meeting of 
the U.S. Savings and Loan League. 


I have been much interested in 
the efforts made by New York 
savings banks to obtain broader 
branch powers. In Pennsylvania, 
we have had a similar situation. 
As you may know, the industrial 
development in the Delaware 
River Valley has spread the pop- 
ulation which was formerly cen- 
tered in Philadelphia over a wider 
area. At present, it is almost im- 
possible for the mutual savings 
banks in my State to follow these 
people and give them the thrift 
facilities to which they are en- 
titled. Certainly in New York 
State, the savings banks desirous 
of serving populous areas devel- 
oping outside of New York City, 
Buffalo, and other cities sshould 
be given the opportunity to do so. 
I was glad to notice that your 
Superintendent of Banks recently 
said that “it is—hardly to be 
doubted that the Legislature, 
probably soon rather than late, 
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will, in the end, for the public’s 
sake, liberalize these powers.” 


As you know, the force of pub- 
lic opinion in this struggle is a 
very important factor. As in all 
matters affecting the public’s in- 
terest, if we are to do a good job, 
we must demonstrate that the 
bank is interested in their welfare 
in all of the broad aspects of its 
operations. 


The New Housing Act 


I want to talk briefly about a 
matter which I firmly believe may 
have an influence on the public’s 
opinion of mutual savings banks. 
The Federal Housing Act of 1954 
is now the law of the land. One 
of the purposes of this Act, as you 
know, is to sustain construction 
activity at the high levels which 
have been reached by making 
mortgage credit readily available 
in all sections of the country on 
terms most favorable to the bor- 
rower. Whether in every case the 
lender should go to the limit per- 
mitted under the new enactment 
is a question which each individ- 
ual lender should ponder care- 
fully. We cannot rely solely on 
guarantees, but we must reinforce 
guarantees and insurance by pro- 
viding a sound foundation in 
terms of down payment, length of 
maturity, and ability of the bor- 
rower to service his mortgage ob- 
ligation without interruption. We 
should not, in an effort to acquire 
mortgages in a highly competitive 
market, relax the standards upon 
which the underlying soundness 
of our mortgage portfolios depend. 
We have a duty to our depositors 
and our institutions as well as to 
the prospective home-owners. We 
will not be really helping the 
prospective home-owner if we al- 
low him to undertake an exces- 
sive obligation. Let us therefore 
proceed wisely in making use of 
the provisions of the new legisla- 
tion. 


One of the facets of the new 
housing act is the creation of a 
“Voluntary Home Mortgage Credit 
Program.” The specific purpose 
of the program is to “encourage 
and facilitate the flow of funds 
for housing credit to remote 
areas and small communities and 
among minority groups.” But, it 
is specifically stated that the pro- 
gram is to be carried out “in ac- 
cordance with sound underwriting 
principles and through the co- 
operation of the mortgage lenders, 
home builders and mortgage 
banks.” Two savings bankers— 
Harry Held and Bob Morgan — 
are members of the over-all] 14- 
man national committee. We are 
also represented on each of the 
regional subcommittees, in areas 
in which our institutions are 
located, by nominees of the Na- 
tional Association. The program is 
based on the philosophy that 
private lenders can, in cooperation 
with each other, handle the prob- 
lem of providing access to gov- 
ernment-insured or guaranteed 
mortgage credit, through their 
own efforts. We should bear in 
mind that the program affords a 
real opportunity for us to show 
that private enterprise can do the 
job and that we do not need a 
secondary mortgage market facil- 
ity and the direct lending pro- 
gram of the VA. 


For a moment let us examine 
the present and prospective status 
of credit unions, which symbolize 
the newer types of competition 
that we face. As you all know, 
these began as cooperative asso- 
ciations of people with common 
interests who pooled their savings 
in order to lend to their members 
at low rates. At the close of 1953, 
there were 14,152 credit unions, 
or 70% more than in 1939. Scat- 
tered over the entire nation, their 
seven million members tripled 
those of 1939 and their assets of $2 
billion were more than 10 times 
the 1939 figure. During the single 
year 1953; their number had 
gained 15%, their members, 20% 
and their assets 33%. The dollar 
amount of assets—over two billion 


—may not seem too important, but 
their rate of growth in recent 
years is very impressive. 

Credit unions have been char- 
tered by states since 1909 and 
since 1934 also by the Federal 
Government. Interesting a 
wealthy philanthropist during 
their early development, they 
have a national organization 
which actively promotes the for- 
mation of new credit unions. This 


is true likewise of the Federal- 


Bureau of Credit Unions, which 
is now under the Social Security 
Administration of the recently- 
organized United States Depart- 
ment of Health, Education and 
Welfare. Previously they had been 
under the FDIC and at one time 
under the Farm Credit Adminis- 
tration. It was proposed in the last 
session of Congress that a sort of 
federal reserve system should be 
set up for these federally tax- 
exempt organizations. 


Savings Bank Life Insurance 


On this 15th anniversary of 
savings bank life insurance in 
New York State, I congratulate 
the savings banks of New York 
State who are active in this 
splendid thrift service, on the 
record which they have achieved. 

As Superintendent Lyon said in 
September, a record of 165,000 
policyholders and a total of $250,- 
000,000 of insurance in force is, 
indeed, a success story. Credit 
should go to those dedicated and 
far-seeing savings bankers who 
supported the original legislation 
and who since then have persis- 
tently stressed savings bank life 
insurance. It is a thrift service for 
people of moderate means which 
is a “natural” for mutual savings 
banks to offer. 

I wish that we were authorized 
to sell savings bank life insurance 
in my State of Pennsylvania. The 
Philadelphia Saving Fund Society, 
a few years ago, employed a firm 
to survey the Philadelphia area 
to see what the potential was for 
savings bank life insurance if our 
banks had legislative authority to 
offer it. If anything was needed 
to convince any of my associates 
of the good that savings bank life 
insurance could do and the help 
that it could be te thrifty souls, 
this survey provided that final 
evidence. But we still must per- 
suade the Legislature that this 
would be another service for the 
public welfare. Legislation of this 
sort is apt to come to fruition 
slowly. 


Mr. Lyon’s remarks in Septem- 
ber touched upon the difference 
that prevails between New York 
and Massachusetts. In Massachu- 
setts the State is much more com- 
pletely covered than in New York 
and a far larger proportion of sav- 
ings banks participate. He, of 
course, recognized that, in Massa- 
chusetts, savings bank life in- 
surance has been in force for 30 
years longer than in New York 
State. 


I hope, with Mr. Lyon, that New 
York State wilt seon have the 
same degree of participation in 
savings bank life insurance and 
the same degree of coverage that 
exists in Massachusetts. I hope 
this because of my firm belief 
that savings bank life insurance 
exactly fits our basic and con- 
tinuing mission—the promotion of 
thrift—and because the spread of 
savings bank life insurance will 
strengthen the savings banks in- 
dividually as well as the system 
as a whole. 

I have a personal reason for 
hoping that in New York State 
this service will soon spread into 
more savings banks throughout 
your entire State. Your example, 
alongside of that of Massachusetts, 
would make it simpler for us in 
Pennsylvania to get the necessary 
legislation for us to offer this 
service. We are planning to in- 
troduce a bill at the biennial ses- 
sion of the Pennsylvania Legisla- 
ture, starting next January, to 
authorize the state’s mutual sav- 
ings banks to sell low-cost life 
insurance — only policies up to 


$5,000 — over the counter. Were 
we to secure approval of this pro- 
posed legislation, this could well 
help savings banks in other states 
who are anxious to undertake the 
service. 

The coming session of Congress 
will confront our banks with a 
well organized and determined 
effort to bring about changes in 
the Federal Income Tax Law, as 
applicable to us, which would if 
sticcessfal “be” extremely harmful 
to our industry. The National Tax 
Equality Association—a midwest- 
ern organization — is sponsoring 
the showing of a flim and the 
distribution of literature attacking 
the alleged discrimination in the 
tax law in favor of cooperatives, 
savings and loan associations, and 
the mutual savings banks. I un- 
derstand that the Tax Equality 
Association has 15 units which 
wil] show the film and distribute 
the literature throughout — the 
country during the next several 
months to approximately 25 mil- 
lion people. 

I hope that in all I have said 
you have noticed the emphasis on 
cooperative effort in order to 
achieve progress. I firmly believe 
that as individual institutions we 
cannot do enough, but, acting to- 
gether, we can attain our impor- 
tant objectives. Our National As- 
sociation provides the means by 
which we can join hands in mu- 
tual efforts which transcend state 
lines. It can supplement the mag- 
nificent job being done by State 
associations such as your own. 
There are 13 standing committees 
of the National Association and 
each one of them is doing a splen- 
did and very conscientious job. 
Through our united efforts we can 
face the future with confidence. 


O’Sullivan Rubber 
Stock Offered 


Troster, Singer & Co. and C. F. 
Cassell & Co., Inc., yesterday 
(Nov. 10) made an offering of 
71,000 shares of O’Sullivan Rub- 
ber Corp. commen stock ($1 par 
value) at $4.25 per share. O’Sul- 
livan, a leading manufacturer of 
rubber footwear materials, is now 
also an important producer of 
plastics and has developed a proc- 
ess for laminating vinyl sheeting 
on steel or aluminum. This ma- 
terial is currently being used by 
a prominent television set manu- 
facturer, and by one of the largest 
producers of office machines and 
equipment. 

The common stock being sold 
represents holdings of a former 
director. 


Fidelity Investment Co. 
Formed in Greensboro 


GREENSBORO, N. C.—Fidelity 
Investment Company has been 
formed with offices in the South- 
eastern Building to conduct a se- 
curities business. Officers are 
Emry C. Green, Chairman; Henry 
T. Martin, President and Treas- 
urer; and Emry C. Green, Jr., 
Vice-President and Secretary. Mr. 
Martin was previously with R. S. 
Dickson & Company. 


Ashton & Co. Formed 


DETROIT, Mich.—Elton A. Ash- 
ton has formed Ashton & Co. with 
offices at 15315 West McNichols 
Road to engage in the securities 
business. 





In New Location 


Capper & Co., specialists in 
uranium stocks, have announced 
that in order to provide better 
service for their growing clientele 
they have removed their offices to 
new and larger quarters at 80 
Broad Street, New York City. 


Campbell Robbins Adds 


(Special to Tue Frvanciat Cueoniciz) 

PORTLAND, Oreg. — Paul B. 
Welch, Jr. has joined the staff of 
Campbell & Robbins Incorporated, 
U. S. National Bank Building. 
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Prospects for Industrial 


Nuclear Power 


By GLENN T. SEABORG* 
Radiation Laboratory, University of California 


Radiation expert and co-discoverer of plutonium maintains 
tremendous amounts of energy can be released in a slow, con- 
trolled fashion through the use of nuclear energy machines or 
reactors, and, accordingly, there is a vast potential area of 
peacetime application of this power. Holds, as yet, its applica- 
tion and impact cannot be fully assessed. Lists as the first of 
two important peacetime applications the production of indus- 
trial power. Discusses problems which must be solved before 
use of nuclear energy becomes practicable, and stresses im- 
portance of private participation in this development. 


Culminating the period of some 
90 years in which phenomena di- 
rectly associated with the nucleus 
of the atom have been under 
Scientific ob- 
servation, the 
last 16 years 
have seen a 
number of 
events which 
may be said 
to have ush- 
ered in an era 
which is com- 
monly re- 
ferred to as 
the atomic (or 
muciear) age. 
Three of these 
events — the 
discovery of 
the nuclear 
fission reaction in December, 1938, 
the discovery of the synthetic ele- 
ment plutonium in December, 
1940, and the first successful 
demonstration of a self-sustaining 
nuclear chain reaction in Decem- 
ber, 1942 — furnish the basic 
scientific background upon which 
the future of peacetime “nu- 
cleonics’ will stand. These were 
followed by the successful detona- 
tions of atomic weapons some two 
and one-half years later in the 
summer of 1945. 


It is fortunately a characteristic 
of the nuclear chain reaction op- 
erating on fissionable material 
that tremendous amounts of en- 
ergy can be released in a slow 
controlled fashion as well as in- 
stantaneously as is the case for 
the nuclear weapon. Just the 
same amounts of energy, which 
captured the imagination of so 
many people when the nuclear 
weapons were first exploded, can 
be released under controlled con- 
ditions in nuclear energy ma- 
chines or reactors or piles as they 
sometimes are called. There is a 
vast potential area of peacetime 
applications which has not been, 


Glenn T. Seaborg 


and in fact cannot yet be fully 
assessed. Only when we have 
more of that perspective which 


time and experience alone afford, 
shall we be able to say with any 


assurance whether this new 
knowledge, on balance, more 
greatly serves mankind and the 


forces for good than it serves evil. 


Aspects of Peacetime Applications 
Of Nuclear Energy 

There are two important aspects 
of the peacetime applications of 
nuciear energy—tirst, iis applica- 
tion to industrial power uses, and 
second, the use of the by-product 
radioactive materia! for important 
research in medicine, biology, and 
other scientific fields. 

For the first of these there are 
the famous “fissionable mate- 
rials’! plutonium and the isotopes 
of uranium known as uranium-235 
and uranium-233, which will be 
used as fuel in especially designed 
mucilear energy machines. There 





*Summary of an address by Dr. Sea- 
berg beferc the Bond Club of Les An- 
geles, Los Angeles, California, Oct. 22, 
1954. 

1 One pound of fissionable material is 
equivalent im heat energy te about 10 
millien kilewatt-heours eof energy, or to 
the heat energy obtained by burning 
abeut two thousand tons of coal. 





are, however, a number of very 
difficult problems to solve, largely 
engineering in nature, betore this 
can take piace. It will be a good 
many years, therefore, before en- 
ergy of this type will compete 
with common sources of energy 
such as coal. Such machines must 
run at hign temperatures in order 
that the energy can be extracted 
in useful form and this means that 
there will be many problems in- 
volving materials of construction, 
corrosion, and so forth. The ma- 
terials of construction must be 
chosen from those whose neutron 
absorption is small and this limits 
the choice to uncommon sub- 
stances. Adequate coolants must 
be found and method of. control 
of the reaction must be assured. 
It will also be necessary for the 
chemists and chemical engineers 
to develop procedures to purify 
the plutonium and uranium and 
also to repurify these materials in 
order that the unburned fuel may 
be used again. 


These probelms will be solved, 
however, and a nuclear energy 
industry will probably be devel- 
oped in the future because of the 
advantages of this form of energy. 
It is well to remember that the 
presence of the radioactive rays 
during the operation of the nu- 
clear reaction makes it necessary 
to surround these reactors with 
large quantities of shielding ma- 
terials for protection. Therefore, 
nuclear energy devices will be 
well suited to stationary structure 
and hence perhaps they should 
be used first in areas where other 
forms of energy are not so readily 
available. It will never be possi- 
ble to use these nuclear energy 
devices for the propulsion of or- 
dinary automobiles because of the 
weight of this shielding material, 
but it will be possible eventually 
to use them for the propulsion of 
boats or even large airplanes. In 
fact, with the recent commission- 
ing of the submarine “Nautilus” 
and the well advanced plans for its 
sister submarine, the “Sea Wolf,” 
great progress has already been 
made in putting nuclear energy 
power plants into submarines. 
The value of such power plants to 
large sea going vessels wiil be 
great because of the almost un- 
limited cruising ranges which 
they make possible; I, therefore, 
feel that it is entirely possible 
that in the course of 10 years or 
so we may reach the place where 
very few new large capital ships 
will be launched without the in- 
clusion of nuclear power plants. 


Private Participation in Nuclear 
Energy Development 


Of particular importance to the 
future of nuclear energy in the 
field of industrial power is the 
potential program of greater par- 
ticipation of private industry. 
This has been made more feasi- 
ble as a result of the recent revi- 
sion of the atomic energy law in 
the form of the Atomic Energy 
Act of 1954. Under the old law 
the government had a complete 
monopoly of atomic energy. Un- 
der the new law these restrictions 


have been largely removed and | 


industry now has the right to-use 
fissionable materials, the right to 
own and operate nuclear reactors, 


and a certain amount of right to 
patent inventions and discoveries 
in the field of nuclear energy. 
There is now a widespread inter- 
est in the field by many indus- 
tries, and it is certain tnat they 
will take advantage of the new 
possibilities. 

It is too soon to be able to say 
whether nuclear energy will be 
able to compete in cost with other 
forms of energy, such as coal. ln 
order to be competitive in this 
country, on the average, the over- 
all cost will have to be of the or- 
der of six to seven mils per kilo- 
watt hour of energy. There have 
been some estimates by competent 
engineers that this will be pos- 
sible, but on the other hand, a 
number of equally competent en- 
gineers have expressed grave 
doubts. However, the present 
cost of electrical energy is greater 
in some areas, and in some places 
in the world the cost is much 
greater, so that nuclear energy 
will in any event be competitive 
in such situations. It should be 
emphasized that nuclear energy 
will be important regardless of 
the eventual outcome of the cost 
Situation because of its concen- 
trated form and hence its possi- 
bility of doing things that no 
other form of energy can do at 
any price. 

The second peacetime applica- 
tion of atomic energy is the use 
of the by-product radioactive sup- 
Stances in research work for 
atom-tagging experiments. In 
atom-tagging or tracer studies as 
they are sometimes called, an ele- 
ment in its stable form is tagged 
or labelled by mixing it with a 
radioactive form of the same ele- 
ment. Then the course of the 
element, for example through the 
human body or in a chemical re- 
action, can be followed quite 
easily by observing the course or 
path of the radioactivity in the 
system. It is often possible to do 
things by the atom-tagging 
method that cannot be done at ai 
by ordinary methods. 


Today there are about 1,000 
radioactive substances known, 
most of them made radioactive by 
artificial means, that is, by bom- 
bardment with nuclear particles. 
The nuclear energy piles devel- 
oped during the war are better 
sources than we ever had before 
and have greatly reduced the cost 
of these radioactive substances. 
The Oak Ridge National Labora- 
tory in Tennessee, United States 


of America, has made about 40 
thousand shipments during the 
last seven years to medical insti- 
tutions, hospitals, universities, and 
public and private research insti- 
tutions throughout the world. Re- 
search work using these radioac- 
tive substances (from the United 
States of America) is going on in 
hundreds of laboratories in about 
25 diffirent countries throughout 
the world including several coun- 
tries in the United Kingdom. 
Radioactive material is also now 
being made available to the lab- 
oratories of the world from the 
atomic energy reactors in Can- 
ada, England, Norway, and 
France. 


It seems certain that the aver- 
age man will benefit from these 
aspects of nuclear energy before 
he will benefit from its use for 
the production of power. In fact, 
I feel that not only will the aver- 
age man profit first from this 
aspect but also that the greatest 
service to humanity in the long run 
may come from the use of these 
radioactive materials. Probably 
the greatest help will come from 
their application in medical 
therapy and diagnosis and in bio- 
chemical and medical research. 
Research in these fields is pro- 
ceeding at an accelerated rate be- 
cause radioactive tracers are 
making it possible to study a 
numberof important problems. 
For example, it is possible to de- 
termine the site of action of 
therapeutic agents, to decide 
which form of a new drug is 
absorbed most readily from the 
gastrointestinal tract, and to iden- 
tify and thus be able to produce 
in the laboratory new chemical 
compounds of biochemical or 
medical value. The incorporation 
of radioactive substances into the 
molecules of those great sub- 
stances the sulfa drugs and also 
the antibiotics such as penicillin 
and streptomycin might lead to a 
better understanding of how they 
work, 


Other fields in which these 
radioactive substances are being 
used include many branches of 


chemistry and physics, agricul- 
ture, plant physiology, metallurgy, 
zoology, and many branches of 
industrial research. 


In Secs. Business 
BRIELLE, N. J.—Ruth M. Knef 
is engaged in a securities business 
from offices on Homestead Road. 


(1937) 13 





COMING 
EVENTS 


In Investment 


Field 








Nov. 13 1954 (Philadelphia, Pa.) 
Investment Traders Association 
of Philadelphia buffet Supper 
and dance at the Germantown 
Cricket Club. 

Nov. 17, 1954 (New York City) 
Purchases & Sales - Tabulating 


Division of Wall Street annual 
dinner at the Hotel Statler. 


Nov. 28-Dec. 3, 1954 
(Hollywood, Fla.) 


Investment Bankers Association 
Annual Convention at the 
Hollywood Beach Hotel. 


Dec. 17, 1954 (Los Angeles, Calif.) 


Security-Traders Association of 
Los Angeles Christmas Party at 
Hotel Statler. 


May 8-10, 1955 (New York City) 


National Federation of Finan- 
cial Analysts Societies at the 
Hotel Commodore. 


Sept. 13-16, 1955 (Mackinac Is- 
land, Mich.) 


National Security Traders Asso- 
ciation annual convention. 


With Waldron & Co. . 


(Special to Tue Financia, CHRONICLE) 


SAN FRANCISCO, Calif.—Mer- 
ris L. Beard is now connected with 
Waldron & Company, Russ Build- 
ing. 


R. J. Mayle Opens 


(Special to THe FINancraL CHRONICLE) 

SANTA CLARA, Calif.—R. J. 
Mayle is engaging in a securities 
business from offices at 1115 La- 
fayette Street. 


With Lester, Ryons 
(Special to THE FINANCIAL CHRONICLE) 
SANTA MONICA, Calif.—Clay- 
ton J. Ankeny has been added to 
the staff of Lester, Ryons & Co., 
Bay Cities Building. 


Joins H. Carl Aiken 

(Special to THe FINANCIAL CHRONICLE) 
DENVER, Colo. — Louise A. 
Wagner has joined the staff of H. 
Carl Aiken, 1160 Sherman Street. 
Miss Wagner was formerly with 

FIF Management Corporation. 
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November 10, 1954, 


This announcement is neither an offer to sell nor a solicitation of an offer to 


The offering is made only by the Prospectus, 


450,000 Common Shares 


Templeton Growth Fund of Canada, Ltd. 


A management-type investment company recently organized in 
Canada to provide a means by which residents of the United 
States may invest in the securities of companies deriving their 
income from sources outside the United States, particularly 
Canada, and obtain certain tax benefits under the laws of Canada, 





Price $21.50 per Share 


(or less in single transactions involving 1,000 shares or more, as set 
forth in the Prospectus. The maximum price includes the maximum 
underwriting commission of $1.50 equal to 6.98% of the offering price.) 





Copies of the Prospectus may be obtained from the undersigned only in states in whi 
signed is qualified to act as a dealer in securities and in which the Prospectus may legally be distributed, 


| - WHITE, WELD & CO. 


buy any of these securities, 


, 
which the un lor. 
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No War But More 
Trade With Russia! 


By CONRAD N. HILTON* 
President, Hilton Hotcls Corporation 


Contending we shall have no war in our lifetime “unless we 
fumble into it,” prominent hotel executive holds Russia is too 


smart to be trapped into war, and China is too poor. 


Sees, 


however, continued maintenance of necessary means for secu- 
rity on the perimeter of the free Western world. Urges we 
should make a gesture of peaceful trade with Russia. Points 
out if we are te maintain a high level of employment we must 
find markets for an additional $3 billion of goods a year. 


The First Communist Interna- 
{ onal was organized by Marx him- 
gelf in London in 1854: it lasted 
i.bout ten years. The Second In- 
ternational 
came into be- 
ing at Paris in 
1889. split into 
factions and 
was similarly 
abortive on 
any political 
or economic 
level. The 
Third Interna- 
tional was 
formed at 
Moscow in 
1919 by two 
fanatical gen- 
iuses, Lenin 
and Trotsky. 
The or titan an 
*‘n 1937 from his refuge in Mexico, 
frotsky created the Fourth Inter- 
national to oppose the Comintern. 
We live today under the guns olf 
Jommunism. And because whether 
we like it or not. we are going to 
1ave to continue to live with them, 

propose a Fifth International to 
ttand up and fight back. What I 
1ave in mind is an International 
%f trade, of business, of commerce 
iround the world. I should like 
Oo see bread and butter and ru- 
nors of freedom and happiness 
ind the things of the spirit circu- 
ated from West to East to oppose 
‘he dirty ideas of force and fea 
ind hunger seeping through the 
ron Curtain. The world is still 
very poor: two-thirds of the 
world’s population are underfed 
mnd one-half of the men, women 
and children in this world of ours 
Go to bed hungry each night. 


Just the other day a distin- 
fuished visitor to our shores, Miss 





Conrad Hilton 


Amrit Kaur, the Minister of 
fealth from India, told this: that 
xy giving just one extra glass of 


nilk a day to school boy athletes 
n India, the physical coordination 
ind ability of these youngsters 
vas increased to an amazing and 
iotable degree. If one extra glass 
milk can achieve that effect in 
in undernourished people, I be- 
ieve that the circulation of food, 
the good things of life, to the hun- 
‘ry in the captive nations would 
ve more effective than H-bombs 
.n the destruction of communism. 


First 


we must begin with two 
“ssumptions. One, that there will 
ve nO war in the next 15 or 20 
rears. I personally am convinced 


nat we shall have no war in our 
ifetime unless we fumble into it. 
think Russia too smart to be 
rapped into war; I think China is 
290 poor. The second assumption 
3 that we go on maintaining all 


is 


ne necessary military means for 
ecurity on the perimeter of the 
iree Western world. That long 


rescent of steel under the Soviet 


tepublic from the White Sea to 
*akistan, with 160 airfields. its 
ockpile of H-bombs and atomic 
irtillery, its submarines and 
(juided missiles, must be held 
teady. One fist of the free world 
tnust be held clenched. Our 15 


JtATO nations plus Spain, Africa 
ind Pakistan, plus our friends in 
/ssia and Australia must stand 
:eady. That is our Life Insurance, 





*From an address by Mr. Hilton at the 
/.mnual Convention Luncheor of the 
American Hotel Association, New York 
Cty, Nov. 5, 1954. 


our Fire Insurance. But let us not 
be pre-occupied witn the Insur- 
ance; let us not be thinking con- 


stantly of the possible fire, of 
possible death. Let us maintain 
the Insurance and go on from 


there, taking the cool, calculated 
risk of businessmen. 

The fist, the clenched hand, is 
important, but what we do with 
the other hand could be more im- 
portant. I am convinced that we 
should extend that hand in a ges- 
ture of peaceful trade. And we 
have got to assume that peace is 
a reasonable possibility. Certainly, 
we cannot pretend that one-third 
of the human race does not exist. 
I sincerely believe that we must 
include them in a new foreign 


economic policy assured that the 
world must live even before it 
becomes free. This is a daring 


step to take and probably a dar- 
ing subject to be discussing, but I 
believe it is the kind of thinking 
that President Eisenhower is do- 


ing. And the initiative is ours. We 
have 5% of the world’s popula- 


tion but produce 40% of the total 
output of goods and services. In 
capital, two-thirds of the world’s 
flow of savings is ours. It is al- 
most incredible but we are at once 
the largest exporter of goods 
and the largest importer. Conse- 
cuently, we do have the strength, 
the stature and the know-how to 
initiate this Fifth International of 


trade to oppose the Communist 
[International which has been 
slowly closing around us in the 


pest nine years. 


The way I see 
businessman, 


it, as an Ameri- 
Can we must calcu- 
late the risk and move forward on 
a new offensive. War we don't 
want Ve have had three world 
conflicts in one generation. Since 
the beginning of World War I. 
46 million people have been killed 
in warfare. Never before in his- 
tory has man killed so many mil- 
lions of his fellow men. And the 
slaughter has not solved one world 
problem, On the contrary, it has 
brought nothing but misery to 
men and nations. Besides the en- 
emy might match us at war, while 
I have the feeling that we might 
very well beat them in business. 
I think that any one of you men 
here this afternoon can run a hotel 
as well as anyone in the Soviet 
Union. If that be true in hotels, 
it is likely to be true in the steel 
business, in manufacturing, in 
merchandising or transportation. 

Mr. Harold Stassen, Director of 
our Foreign Operations Adminis- 
tration, said months ago that such 
a policy would be “An attempt to 
open up the Iron Curtain to what 
might be called the Free World's 
Merchants of a Better Life.” I join 
him In the opinion that by turn- 
ing the attention of these captive 
nations to consumer goods and the 
increased enjoyment of life, you 
brighten the long-run prospects of 
peace. And at the same time the 
expansion of markets will increase 
the standard of the workers in 
the free world. I cannot see that 
this new circulation of bread and 


butter around the world wou'd 
strengthen the Eastern bloc by 
any appreciable extent. The net 


advantage 
world. 


would be to the free 


I think that peace and our eco- 
nomic future will be more secure 
with the whole world for a mar- 
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ket. Our foreign trade has been 
aecreasing since 1951, and if we 
are to maintain a high level of 
employment we must find markets 
for an additional $3 billion worth 
of goods a year. To me it seems 
imperative that we encourage 
trade on a world-wide basis. And 
it is healthy—economically, psy- 
chologically and politically: it does 
not involve a gift to another coun- 
try but is quid pro quo for every 
article we sell, for every article 
we buy. 

Of course, our trade with the 
Eastern bloc is presently limited 
by the Mutual Defense Assistance 


Control Act of 1951—The Battle 
Act. as it is called—which com- 
pletely prohibits all trade with 


China and North Korea and pro- 
hibits the shipment of certain stra- 
tegic items to the other Eastern 
bloc countries. A few months ago 
the Eisenhower Administration re- 
vised the listings under The Bat- 
tle Act, recucing the number of 
prohibited articles from 260 to 170 
and, generally speaking, loosened 
the restrictions on trade with the 
Eastern bloc except in connection 
with those items which have a 
direct military significance. The 
purpose of these revisions as 
stated by the Department of State 
was in part: 

(1) The need to keep open every 
path that might conceivably help 
the world to move gradually to- 
ward a sounder basis for peace; 

(2) The massive upswing in the 
Free World strength and produc- 
tion. causing a growing need for 
new markets: 

(3) The declire in United States 
aid to free countries; 

(4) The 
allies get 
military 
bloc. 

When you analyze that latter 
point even casually you find your- 
self tripping over history. For a 
thousand years Japan has been 
trading with China. For hundreds 
of years Western Europe has been 
trading with the Ukraine, Poland, 
Czechoslovakia. The _ Industrial- 
ized West and Japan, lacking any 
great wealth of natural rescurces 
and often food, sent manufactured 
products eastward in exchange for 


economic benefits our 
from trading in non- 
items with the Soviet 


raw materials, bread and rice. 
For nine years this historical 
and traditional circulation of com- 
merce and trade has been sus- 
pended and we have substituted 
great sums of foreign economic 
aid. It was like pumping blood 


plasma in transfusion into a man 
who could not produce his own 
healthy blood. But now the trans- 
fusion is stopped, our foreign aid 
is about terminated, and the man 
has got to produce and circulate 
his own blood. We had better let 
him do so if we want him to live 
and remain our ally. 


There are as smart traders on 
this side of the Iron Curtain as 
on the other, and I do not see why, 
in any commerce with the East- 
ern bloc, we should assume that 
our allies or ourselves will get 
the worst of the bargain. More than 
that, this trade will strengthen 
our Western economies and give 


to us and our allies that much 
more security. 
Look at it another wav. Some 


of my best friends are those with 
whom I am doing business daily 
and over the years. All of us here 
this afternoon are friends because 
we do business together. Why 
should not that hold for natio %s 
and international trade? It seems 
to me obvious that trade will 
make for peace. And it is cer- 
tainly to the advantage of the 
West to penetrate the Iron Curtain 
in any fashion which can be man- 
aged. The more Western business- 
men we can cross through the 
Iron Curtain to deal with the busi- 
nessmen of the East, the mcre 
chance there will be of some ulti- 
mate mutual understanding. On 
the other hand, you forbid all 
normal trade and social inter- 
the peoples and 


course between 





you set up a climate which must 
make for ultimate war. 

Someone might retort that fol- 
lowing such a policy would re- 
duce the chances of revolt in the 
Communist countries. Look at our 
own country for the answer. If, 
in 1776, we did not have enough 
to eat, we would not have had the 
strength to revo't. But we were 


Industry Planning $20 


physically strong and had the 
courage and daring to stand up 
and throw off the oppressor. And 
I assure you, such trade will not 
improve the military potential of 
the USSR; their Soviet rulers will 
see to it that this military might 


is maintained even if it means 
starvation for millions of the 
people. 


———s 


Billion Spending on 


New Plants 2nd Exuipment in 1955 


Reduction of only 5% from this year’s outlays, and lessening 

importance of defense industry, indicated by McGraw Hill 

survey. Petroleum, primary metals, and miscellaneous manu- 

facturing aniicipate higher level of capital spending. General 
rise forecast for 1956. 


Capital spending by manufac- 
turing companies may level oft in 
1955, ending the decline that 
started late in 
indications 
are that the 
1956 level will 
be at least as 
high as in ’55. 
These results 
of a prelimin- 
ary survey of 
business’ plans 
for new plants 
and equip- 
ment were 
announced 


1953, and present 





this week by 
Dexter M. 
Keezer, Vice- 


President and 
director of the 
McGraw-Hill Pubbishing 
any’s Department 
which conducted 

American industry as a whole 
has preliminary plans to spend 
$20.7 billion on new plants and 
equipment next year, only about 


Dexter M. Keezer 


Com- 
of Economics 
the survey. 


5% less than the $21.8 billion 
spent in 1954. Furthermore, in- 
dustry is overwhelmingly opti- 


mistic about the outlook for sales 
in °55, with a strong majority of 
companies in almost every indus- 
try expecting sales to increase 
next year. 

Manufacturing companies plan 
to spend $8.6 billion for new 
plants and equipment next year, 
7% less than in ’54. Mining. elec- 
tric and gas utilities, railroads, 
and other transportation and com- 
munications industries also ex- 
pect to reduce their capital 
spending in ‘55, but petroleum 
companies now plan to increase 
ranital spending slightly next 
year. 


No Major Defense Boom 
There are clear signs the 
survey results that the _ post- 
Korea boom in defense in“ustries 
ro longer has a major effect on 
their capital spending. Most of the 
manufacturing industries that ex- 
panded rapidly in connection with 
the defense expansion programs 
of 1951-53 steel, nonferrous 
metals, machinery, electrical ma- 
chinery, chemicals, petroleum re- 
fining, transportation equinment 
—cut their capital expenditures 
fairly sharply in 1954. Next year, 
however, most of them plan to 
reduce capital spending by less 
than the average for other, non- 
defense industries. 

Two of the major categories of 
manufacturing reported plans for 
a higher level of capital invest- 
ment in °'55: primary metals. up 
1%, and miscellaneous manufac- 
turing (lumber, apparel, furniture 
and other industries not covered 
by the other major manufacturing 
classifications), up 5%. But most 
of the declines expected in major 
manufacturing groups ere small; 
textile companies plan to reduce 
capital spending by 1%, chemical 
processing firms by 2%, food and 
beverages by 10%. The only lerge 
decline expected for a major 
manufacturing group is in metal- 
working—17% 

A much wider range of p'ans 
appears when these major indus- 
trial classes are broken down into 
smaller parts. Within chemical 
processing, for instance, stone, 


in 


clay and glass companies plan to 
increase their capital spending by 
25% in ’55, whereas chemical, 
paper, rubber and petroleum re- 
fining companies all expect lower 
capital expenditures. Plans in 
metalworking range all the way 
from an increase of 9% for “other 
metalworking” (instruments, 
sabricated metal products, etc.) to 
1 tremendous decline of 40% for 
the automobile industry. Auto- 
mobile companies are investing 
an estimated record $1,.350,000,000 
is year, but exoect to cut that 
sharply to $811,000,000 next year, 
the survey finds. The ’54 figure, 
however, included unusually high 
expenditures for new tools and 
body dies in connection with 
model changes at all major com- 
panies; this type of expenditure 
will not be repeated in °55. 
Among the major non-manu- 
facturing industries covered by 
the survey, the petroleum indus- 
try is the only one that anticipates 
a higher level of capital spending 
in ’55. Petroleum companies re- 
port plans to spend about 1% 
more; this is due to a 7% increase 
in capital spending planned for 
crude oil production. (Capital ex- 
penditures for refining and trans- 
portation of petroleum and petro- 


leum products are expected to 
decline.) 

The electric and gas utilities 
plan onlv a small reduction of 


2% in their outlays for new plants 
and equipment in 1955. 


Present plans call for a reduc- 
tion of 18% in capital expendi- 
tures in mining. The decline is 
mainly in coal mining where 


planned investment is off 40%, to 
$121 million. Capital spending for 
iron mining, other than taconite, 
is expected to decline by 13%. In 
nonferrous mining. where expen- 
ditures dropped sharply in 1954, 
present plans call for spending 
17% more next year. 

Railroads, which cut capital 
snending sharply in °54. expect to 
reduce it by another 10% in °55, 
to $769 million. Other transporta- 
tion and communications indus- 
tries (shipping. trucking, airlines, 
telephones) also expect a cut of 
10%, to $2,640 million. 


Outlook for 1956 


Preliminary plans reported for 
capital spending in 1956 show 
that taking all industry together, 
more than one-half (55%) of 
companies now expect to spend 
about as much for new plants in 
‘56 as in ’55, while 21% expect to 
increase capital spending and 24% 
to cut it down. 

Companies in almost all indus- 
tries are optimistic about their 
sales prospects for the next year, 
with 66% of firms in the manu- 
facturing category execting sales 
to pick up and only 8% antici- 
pating a decline 

This annual survey of prelim- 
inery capital spending plans made 
by McGraw-Hill covers all indus- 
try except trade. finance, con- 
struction and service. Companies 
coopertting in the survey employ 
more than 60% of all workers in 
the group of industries where 
capital spending is highest, and 
between one-auarter and one- 
third of all the workers in- 
dustry. 


in 
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Trust Services and 


The American Economy 


By HOMER J. L 


IVINGSTON* 


President, Amer'can Bankers Association 
Fresident, First National Bank of Chicago 


Asserting trust services are an integral an] vital funciion of a 
society where men and women can own, manag:2, conserve, 
and dispore of proverty, crief executive ef American Bankers 
Association po'r's to the billions ef property valu: handled 


by trust comparies and banks. 


Re-izws grow h of trust serv- 


ices in relation to our econcmi: developmen’, and traces d2vel- 

opment of corporate trust companies. Stresses significance of 

increase ia pension trusts, and praises compe‘ency of the 
trusi companri?2s. 


The trust services of this notion 
today reilect in a striking and un- 
usual manner the significant 
struggle in which the economic 
and political 


forces of the 
world are et- 
gaged:for 


trust services 
find their 
greatest de- 
velopment 
possible only 
in anation 
where free, 
private en- 
terprise flour- 
ishes as it 
does in the 
United Staies. 

There is lit- 
tle it iced for such services 
in a society where the ownership 
of wealth is the privilege of tne 
state, where the right of individ- 
uals to save and to accumulate 
wealth is restricted or denied, and 
where the means of production 
and distribution are the sole prop- 
erty of the government. In any 
society where men cannot, sub- 
ject to the rights of other men, 
freely own, freely use, and freely 
inherit private property, freedom 
as we know and cherish it has 
perished. In that society, trust 
services would serve no construc- 
tive purpose. 

However, trust services are an 
integral and vital function of a 
society where men and women, 
can own, manage, conserve, and 
dispose of property. 

In the United States, the right 
to go into business, to conduct a 
business in an honest manner, and 
to have and to hold the results of 
one’s labor, ability, courage, thrift, 
and hazard are unchallenged. The 
right to be in business, to own and 
manage, to earn and hold, is free- 
dom, is independence, is America. 
From the time of the establish- 
ment of the Republic, our private 
enterprise, free economy has suc- 
ceeded beyond the dreams of iis 
founders. It has become the 
world’s finest illustration of how 
a people given approximate jus- 
tice, stability, liberty, and incen- 
tive, can enrich life and raise 
their whole level of economic 
well-being. Out of these historic 
developments the need for trust 
services has grown. Steadily so- 
cialize a nation’s economy, need- 
lessly restrict incentive, abolish 
private enterpri:e, and you de- 
stroy the broad foundation not 
only of trust services, but also in 
an even larger sense the bedrock 
of the American economy and a 
free society. 

Sometimes it is good to stand 
back from the routine of the day's 
work and see these great perspec- 
tives. Sometimes we need mo- 
mentarily to put aside the muiti- 
tude of problems with which we 
are so busily occupied and take 
a broader view. There are the 
perplexing questions each dzy of 
selecting the proper investments 
for each trust. There are the com- 
plex matters associated with man- 
aging property. There are the 
difficult decisions of how best to 
protect the interests of children 





thomer J. Livingston 


ally 





*An address by Mr. Livingston before 
the 23rd Mid-Continent Trust Conafer- 
ence, sponsored by the American Baynk- 
ers Association Trust Division, Chicago, 
Illinois, Nov. 4, 1954. 


until they gain control of their 
inherits nces. These and countless 
oiher proclems for which there 
ure no ready-made solutions flow 
in an enailess stream across our 
desks from morning until night. 
inere is a pressing sense of ur- 
gency about them. They deal with 
the lives and fortunes and hopes 
of men and women and children. 
But I submit that at least occa- 
sionally we need to set these 
problems in their proper frame- 
work, which is the vital role trust 
services play in maintaining a 
free society. 

When one considers the tens of 
billions of property in all the 
trust departments and trust com- 
panies in the United States, one 
begins to understand how trust 
services reach into the most re- 
mote segment of the American 
economy and contribute to the 
welfare of our people. 


Ilow Need for Trust Services 
Arose 


Let us look wucan for a moment 


at ihe economic history of the 
United States, and see how the 
opportunity and the need for 


trust services have grown step by 
step with the nation’s remarkable 
economic growth. In the rise of 
the national economy, we have 
not only one of the amazing chap- 
ters of our history but also the 
foundation for the development of 
the nation’s trust services in all 
their complex variety. 

With the adoption of the Con- 
stituuon in 178%, a tree people be- 
6cA@NnS LasVoe CU..c1 1VULLONS 
.0 Worid progress that constitute 
o stat gering a record oi acnieve- 
ment. They began aiso to build 
material wealth that was to cre- 
ate a steadily increasing demand 


meee vv 


for trust services. Liberty, op- 
portunity, free enterprise, and 
private property were no mere 


catch phases. They were realities. 
Out of this dream of freedom of 
enterprise, the right to private 
property, and the right to the 
profits of personal enerprise were 
to come an exhaustiess fountain of 
progress. 

Way back in 1787, Fitch had 
built a steamboat. Twenty years 
later, Fulton had steamed up the 
Hudson; and by 1825, the 363-mile 
Erie Canal to the West came true. 
It was the first gateway to a great 
new emp.re. No one then had 
ever heard of multimillion-dollar, 
six-lane, concrete throughwavs. In 
1803, Jefferson, at one stroke of 
his pen and for only $15-million, 
Coubled the original area of the 
United Siates. In 1825, lands 
around Chicago could be hed for 
$1.25 an acre. Then began the 
march of the pioneers up the Erie 
Ceral and down the lakes. From 
1820 to 1840, the population of 
Illinois grew from 55.000 to 476,- 
090, Indiana from 147,C09 to 685.- 
000, and Michigan from 8,000 to 
212,000. The growth of Chicago 
literally skyrocketed from a hud- 
die of cabins in a swemp by the 
river mouth to 30,000 persons by 
1°50 and 110,000 ten years later. 

On July 4, 1828, ground was 
broken for the first railroad. 
Within ten years, there were 2,300 
miles of railroads worth $75-mil- 
lion; and “Yankee rails,” as they 
were called, were traded on the 
London Slowly 


Stock Exchznge. 


but surely, the pioneers were sav- 
ing and creating capital to pro- 
duce wealth which was to enrich 
the average American beyond the 
dreams of Europe and Asia. By 


1800, there were 9,000 miles oi 
railroad; and by 1860, the rail- 
roads crisscrossed the eastern haif 
of the nation and were a billion- 
dollar industry. Only nine years 
later, with the nation’s population 
at 40-miilion, the first railroad 
spanned the entire continent. The 
forward strides of the industry 
then became gigantic. By 1900, 
railroad cepitalization was $1i%- 
billion; today it is almost $19-bil- 
lion. 

Simultaneous with this devel- 
opment came the growth of man- 
ufacturing industries and with it 
the corporate form oft organiza- 
tion to simplify the task of raising 
larger and larger sums of capital 
Foreigners were pouring money 
into our industries: and es earlv 
as 1869, they held $1'%-billion of 
our securities. By 1860, manu- 
facturing was the most important 
industry after railroads, with 
$900-million of invested capital. 
By 1925, the capital invested in 
manufacturing had soared to $57- 
billion, an increase of over 5,000%. 
Today we have an estimated $115- 
billion invested in 321,000 manu- 
facturing establishments. 

Even as late as 1867, only 15 
industrial stocks were listed; but 
there were 63 rails on the New 
York Stock Exchange. For the 
trust official to select the best 
listed industrials in those days 
must not have been exactly an 
exhausting task requiring a large 
statf of analysts. In tne listed 
securities of those days, tnere 
were no chemicals, oils, utilities, 
electrical equipments, rubbers, 
eutomobiles, heavy machinery, or 
mail-order concerns. But by 1913 
there were 191 listed industrials. 
Today there are over 1,530 stocks 
and 984 bonds listed on the New 
York Stock Exchange and 520 
stocks listed on the Midwesg Stock 
Exchange. The problem of trust 
investment becomes increasingly 
complex and requires unusual 
competence and specialized 
knowledge. Up until the turn of 
the century, American industry 
was owned largely by a compara- 
tively small group of investors. 
Today 8'%-million Americans are 
share owners. One great company 
alone has increased its sharehold- 
ers from approximately 7,500 in 
1900 to 1,300,000 today. 


The large volume of corporate 
security financing is revealed in 
the figures of new and refunding 
issues, which have been running 
$5-, $6-, and $7-billion a year, 
and in 1953 were over $10-bil- 
lion, in addition to which we had 
$542-billion of state and munici- 
pal isssues. 

_ The development of transporta- 
tion, commerce, and manufactur- 
ing went hand in hand with the 
growth of American banking. The 
country began with only three 
chartered banks. By 1816, there 
were 250. Gradually, with Yankee 
thrift, the banking structure grew 
until there were 600 banks with 
$102-million in deposits in 1834. 
In 1875, the nation’s banking de- 


posits were $2-billion; in 1900 
they were $8%-billion; by 1925, 
almost $52-billion; and today, 


$200-billion. Since 1900, the capi- 
tal structure of the nation’s banks 
has grown from less than $2-bil- 
lion to $18-billion. 

Insurance, which is closely re- 
lated to so many aspects of trust 
services, has had an equally re- 
markable record. As late as 1900, 
all life insurance companies had 
total assets of only $1'-billion. 
But by 1925, the total was $111- 
billion; and today it is over $%2- 
billion. Insurance in force of 
of $320-billion today has more 
than doubled in only ten years, 
and three out of four American 
families now own life insurance. 


After the turn of the century, 
one great industry after another 
made its contribution to the na- 
t1on s economic progress. To para- 
phrase a current expression, there 
was a tremendous rolling adjust- 
ment in the economy in which in- 
dustry followed industry in mov- 
ing forward to expand and en- 
large our industrial structure. in 
1900, there were only 8,000 pas- 
senger automobiles registered; in 
1910, there were 458,000; in 1920, 
8-million; in 1940, 27-million; and 
today there are over 45-million. 

On that day ‘in December 1903, 
when the Wright brothers took a 
contraption of wood, cloth, and 
metal and flew it for 852 feet un- 
der its own power, another great 
industry was launched to revolu- 
tionize life in America and over 
the world. Six years later, planes 
were traveling 50 miles an hour. 
But air traffic was still nonexist- 
ent in 1920. By 1937, transport 
planes were speeding 200 miles 
per hour. Today the airplane is 
a huge projectile weighing tens 
of thousands of pounds and tra- 





(1939) 15 


veling hundreds of miles per hour. 
carrying passengers, mail, and 
freight. With airports now in over 
5,600 communities across the con- 
tinent, some humorist has defined 
a small town as one whose airport 
cannot accommodate a DC 6. Now 
we have over 1,600 passenger 
planes in the United States con- 
suming almost a billion gallous 
of gas a year. The civilian air- 
crait production of the industry 
last year amounted to $340- 
million. 


Products and Services 
Revolutionized 


In every industry in the last 
fifty years, the inventive genius 
of free men has revolutionized 
products and services so rapidly 
and so extensively that the haz- 
ards experienced by the commer- 
cial banker extending credit ant 
by the trust officer in managing 
property and making investments 
have been greatly multipliet. 
Veneration of the past has becom2 
a questionable virtue. 

Look briefly at some of ther? 
changes in only the last fift7 
years. In communication, we hay 2 
had the radio, television, talkin 
pictures, and dial telephones. [1 
transportation, we have had the 
airplane, Diesel electric locome- 
tive, tubeless tire, helicopter, j t 
propulsion, and the supersoni« 
airplane. In agriculture, the gaso- 
line tractor, the caterpillar-typ 2 
tractor, hybrid corn, and the mc- 
chanical corn and cotton pickes> 
have been only a few evidenccs 
of our progress. 

In everyday living, America’s 
gigantic productive capacity hu 
provided almost every conceivabl3 
type of electric and gas appliances, 
quick frozen foods, and com- 
pletely prefabricated houses. ft. 
medicine, we have Vitamin D, t2 
iron lung, penicillin, cortisone 
and countless new products. | 
the military, we have had radze-r, 
rocket bombs, great new plan 4, 
and the fearful destructive pov ¢ 
of the atom and hydrogen bom’ +. 
In industry, we have had nes 

’ 
? 


? 


plastics and synthetics — ray 
nylon, dacron, orlon, and rubber 
new processes of cracking gaz 


line; electronics; and, finally, 
seemingly infinite field of ne. 
energy with the liberation cé 
atomic power. Industrialism <3 

Pi 


only now beginning to become cé 
age. To invent, to improve, ‘» 
Continued on page -3 
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By WALLACE STREETE 





The stock market boom, set 
off by the election, continued 
this week to show enough 
buying enthusiasm to indicate 
that it won't be long before 
the historic highs of 1929, at 
least as measured by the In- 
dustrial Average, are eclipsed. 
But the great enthusiasm 
which, to a good share of the 
market students seems a bit 
overdone, finally ran into 
some trouble when the indus- 
trial index pushed to within 
10 points of the fabulous peak 
of a quarter century ago. 

% 


% co 


But the rise was accompa- 
nied by some doubts. For one, 
the lay public and the institu- 
tions weren’t overly promi- 
nent on the buying side, and 
it seemed largely to be a 
quirk of the misleading aver- 
~ and the machinations of 

traders that kept the pic- 

so ebullient. Neverthe- 

less, some of the strides were 
awe-inspiring. Issues able to 
add two to four or more 
points in a single trading ses- 
sion broadened out consider- 
ably, which was both a trib- 
ute to concentrated buying 


attention and generally thin 
books. 


4 %* we 


Technical Tests 


From a- technical stand- 
point, little remained except 
te see how far the new mar- 
ket popularity would extend 
before it ran into skepticism. 
All previous records, except 
the 1929 highs, were ex- 
ceeded and the only limiting 
factor now is yields, which 
are still on the favorable side 
despite somewhat spotty 
earnings results of some of 
the major groups such as 
rails, a few of the steel com- 
panies and some of the auto 
makers, including, necessa- 
rily, Chrysler which is being 
watched closely to see if its 
comeback will be at all im- 
pressive. 


% ba 


Steels on the Move 


Steels were prominent on 
strength when the going was 
easy. This rested on concrete 
foundation in view of the ris- 
ing production rate and the 
fact that yields in this group 
are still what might be 
termed conservative. Bethle- 


hem Steel, helped by specula- 
tion over the chances of its 
merger with Youngstown 
working out despite anti-trust 
opposition, naturally was one 
of the wider movers and its 
ability to improve by as much 
as four points on one buoyant 
session, while somewhat un- 
restrained, was a signal for 
the others to move ahead 
willingly. 


The automotive group was 
somewhat lag gard. An ex- 
pected dour earnings report 
for the first three quarters 
from Chrysler kept things a 
bit cautious and there was no 
disposition to attempt new 
1954 highs although, on the 
other hand, there was no ob- 
vious displeasure among in- 
vestors. The general attitude 
seemed to be one of watchful 
waiting, pending acceptance 
of the new models by the 
public. 


* %* % 


Rails Advance Unsteadily 

Rails, without any impor- 
tant statistical help, forged 
ahead with the industrials for 
one of the more rare con- 
certed actions of the year un- 
til mid-week when the carri- 
ers faltered, largely because 
of dividend payments rather 
than any concentrated selling. 
In fact, the ex-dividend trim 
on one session was the meas- 
ure of the loss in the rail 
average on what was essen- 
tially a standoff session with 
as many issues down as ad- 
vanced, Atlantic Coast Line’s 
point gain being the widest 
movement in the section. It 
left the rail group’s perform- 
ance largely meaningless. 

* ok * 


Unlike the industrials, the 
rails not only are far from 
equalling any 1929 records 
but actually have quite a 
chore even to surpass the 
highs of 1930. Instead of the 
meagre gap of a few points 
ahead of the industrials, the 
rails have a gap of some 30% 
to negotiate before the 1930 
peak is achieved and more 
than twice as much ground to 
cover to equal the 1929 high. 
Even the most rabid rail fol- 
lowers are making few pre- 
dictions that this can be done 
anytime soon. 


* * 


Utilities Perk Up 


The utilities have perked 
up well following the election 
but despite rather persistent 
strength have yet to follow 
the other indices into histor- 
ically high ground. They are, 
in fact, well below the high 
achieved in August which 
might be another token of the 
cautious approach to the mar- 
ket that the sober institutions 
have taken in the post-elec- 
tion spree. Apart from Pan- 
handle Pipe Line, which tra- 
ditionally moves in wide arcs, 
the staid components of this 
group have put through what 
is essentially a backing and 
filling action this week in 
distinct contrast to the vigor 


elsewhere. 
*k 


oa 
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Aircrafts have had a rather 
desultory market experience. 
On strength they have shown 
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a good speculative following, 
notably Bendix and Northrop 
which have been able to 
sprint ahead with the best of 
the wide movers, but they 
have been just as willing to 
give ground moderately on 
easiness. Their future fate is 
problematical, particularly in 
view of some growing convic- 
tions that 1955 results will be 
hard-pressed to keep up with 
the sterling results of this 


year. 


% % * 


Dividend News Important 

It was largely a dividend 
week for individual issues, 
not the least being the cha- 
grin momentarily displayed 
by International Paper over a 
trim in the stock dividend 
despite the added largess of 
applying the cash dividend to 
the additional shares. The is- 
sue had been making succes- 
sive new highs in expectation, 
but tumbled rather hard on 


the news. 


% * * 


Stocks connected with 
building and road construc- 
tion, notably the cement 
shares, stood their ground 
well and forged ahead in good 
style on general market 
strength. The rubber issues, 
helped by all the new-car 
stress on tubeless tires, were 
also able to turn in a superior 
market performance and 
there was some support for 
the farm equipment shares 
which ¢ave had a rather pro- 
tracted stay in the doldrums. 

oe * * 


Oils haven’t been especially 
prominent on the latest mar- 
ket upsurge, and their mixed 
earnings reports have been 
largely responsible, indicating 
that there are still domestic 
difficulties although foreign 
operations are increasingly 
favorable. Nevertheless they 
have been able to contribute 
a candidate or so to the lime- 
light, not the least being Mid- 
Continent Petroleum which 
long since had erupted to his- 
toric highs and has the added 
distinction of having sold at 
twice its 1946 bull market 
peak. On the other hand, a 
rather long group of issues 
have failed recently to even 
equal the 1946 standing des- 
pite the high level of the blue- 
chip average. 


ue * 


Record Market Breadth 

At least one record was 
posted this week. One day’s 
market brought out a total of 
1,261 issues which was an all- 
time record and well above 
the thousand or so on which 
the 1929 feats were based. 
The large growth of listings 
in recent years has assured 
that all-time records are to be 
expected in market breadth. 


{The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle. They are presented as 
those of the author only.] 
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The Steps Needed to Increase 
International Investment 


By EUGENIO GUDIN* 
Minister of Finance of Brazil 


Brazilian finance official, declaring that question of insuffi- 
ciency of international investment must be examined with 


impartiality, cites as justified 


reasons for discouragement: 


nationalism and threat of expropriation without compensation ; 

inflation and balance of payments disturbances, and political 

encroachment. Points out difficulties resulting from transfer 

of economic leadership from Great Britain te the U. S., includ- 

ing foreign trade’s comparative unimportance to this country. 

Stresses need for tax reform. Urges broader attitude oa both 
exporters and importers of capital. 


The subject of international 
capital and international invest- 
ments has been so widely dis- 
cussed, has been the object of so 
many reports, especially by the 
United Nations, that one is per- 
haps somewhat diffident in dis- 
cussing it with the idea of per- 
forming something useful. 

If there is any advantage in 
discussing it, it must be done with 
an entire impartiality, I think. It 
is a subject that must be ap- 
proached on the lines of the great 
French writer, Renan, who wrote 
“J’écris pour ceux qui cherchent 
la vérité’’"—“I write for those who 
are seeking for truth.” 

It must be done with complete 
impartiality, with no _ passion. 
Otherwise, it becomes useless, I 
think. 

First of all, let’s see in what 
respects the underdeveloped coun- 
tries are to blame. 

I think there are three plagues 
that must be mentioned, one of 
which I will mention first, be- 
cause I think it should be ex- 
cluded. This is the supposed ex- 
propriation of foreign or private 
property without payment. If the 
standards of conduct of a country 
are so low that there is a real 
danger that the property will be 
expropriated without payment, 
that country should be excluded 
from the list to which interna- 
tional capital should flow, and 
that stops it. 

Now, then we come to the two 
real plagues which I think are 
serious and should really be con- 
sidered. The first is inflation. 
Naturally, as you all know, infla- 
tion means a serious disturbance 
and disequilibrium of the balance 
of payments. 

If the foreign investment takes 
the form of foreign investment 
expressed in the currency of the 
importing country—for instance, 
if it is American groups that 
make an investment in Brazilian 
cruzeiros—then of course the bal- 
ance of payments trouble which 
finally results in a devaluation is 
directly applicable to that invest- 
ment. 

Now, even if the investment is 
not expressed in the currency of 
the capital-importing country, the 
remittance of dividends gives rise 
to balance of payments difficw]- 
ties, and makes the situation diffi- 
cult and unattractive for the in- 
vestment of foreign capital. 


It is curious, I must say, that 
even some capable economists be- 
lieve that progress in the under- 
developed countries can only be 
made under the pressure ef infla- 
tion and disorder. Even in my 
country, where our flag has got 
its special feature—an inscription 
on it saying “Order and Progress” 
—there are a good many people 
who think that somehow progress 
can only be made with a certain 
amount of disorder. 


The Plague of Inflation 
Inflation, I think, is a really 
very serious plague. 
In my country some people call 
me a deflationist. I have never 





*Transcript of remarks by Mr. Gudin 
at informal panel discussion at Ninth 
Annual Meeting of the Beard of Gov- 
ernors of the International Bank for Re- 
construction and Development, Washing- 
ton, DB. C. 


been any such thing. Rather to 
the contrary. One of my great 
teachers in economics, Professor 
Denis Robertson, whom you all 
know, is in favor of what he called 
the “gentle rise in the price level.” 
I would rather adopt that line 
than any deflationary line. 

Inflation is incompatible with 
a regular flow of foreign capital 
because of balance of payments 
disturbances. 

Underdeveloped countries must 
take the responsibility and must 
take care of this plague; otherwise 
they become unattractive to for- 
eign capital. 

The second point is of a political 
nature or psychological nature— 
the second “plague,” I should say 
—is nationalism. It is curious that 
while the 19th century was, we 
may say, as compared to the pres- 
ent century, a century of economic 
imperialism, it is now in the 
20th century that one sees a de- 
velopment of nationalism perhaps 
stronger and more forceful than 
what happened in the 19th cen- 
tury. Whereas in this century one 
may say economic imperialism has 
practically disappeared, national- 
ism in some places, in some coun- 
tries, in some conditions, seems to 
have become worse than before. 


We all have seen the differences 
between the Mexican Government, 
for instance, and the oil compa- 
nies. We have seen the differ- 
ences between Great Britain and 
the Iranian Government over the 
question of oil. But none of us 
has heard of an American battle- 
ship going to Mexico or a British 
fleet going to Iran. 

So the 20th century as com- 
pared to the 19th century should 
not be of a nationalistic mind, 
since that is, of course, a serious 
plague for the investment of for- 
eign capital. 

For foreign capital to migrate 
from a developed country into an 
underdeveloped country it must 
find a favorable climate and re- 
ceptivity. Otherwise it has no 
business to go there. I would con- 
clude, therefore, this part of my 
remarks by saying, after exclud- 
ing the possibility of expropria- 
tion without payment, that under- 
developed countries should take 
very great care in getting rid of 
these two plagues, one of which 
is inflation and the other is 
nationalism. 

Now let’s look at the problem 
as it exists in the ca»ital-export- 
ing countries. I’m really impressed 
by the very small amount of flow 
of capital from the developed to 
the underdeveloped countries. 

Let’s take what happened in 
Great Britain. In the 188@'s—1881- 
1883—in Great Britain. in port- 
folio alone you find in these days 
about 65 million pounds, about 
330 million of U. S. dollars of a 
purchasing power which repre- 
sents today about $1,300 million a 
year. That means Great Britain 
used to supply in portfolio alone 
around the 1880’s about $1,300 
million a year of capital exports. 
And at that time Great Britain 
was a country of only 30 miflion 


Continued on page 40 
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Public Utility Securities 


Central & South West Corp. 


Central & South West is an interconnected and integrated 
holding company (originally a part of the old Middle West Sys- 
tem) serving a population of 2,350,000 in Texas, Oklahoma, Arkan- 
sas and Louisiana. The business is now entirely electric, the water 
and ice services having been sold or leased in recent years. The 
area served is largely agricultural, but contains a wide variety of 
natural resources including oil, natural gas, gypsum, sulphur, coal, 
salt and lumber. The oil and gas industry in its various operations 
constitutes the largest group of industrial customers, supplying 
over one-third of System industrial revenues. Other manufactur- 
ing activities include chemicals and carbon black, zinc, glass, cot- 
tonseed products, ceramic material, cement, brick, etc. In the past 
few years industrial activity has been stimulated by the Federal 
Government’s defense program. 

System revenues have about doubled in the postwar period. 
The electric load is well balanced, with residential revenues con- 
tributing about 37%, commercial 27% and industrial 27%. Growth 
in some areas has been handicapped by persistent drought condi- 
tions in the western area, but this condition was alleviated some- 
what in 1954, and operations of the four subsidiaries cover such 
a wide diversity of terrain that drought conditions have not had 
any serious overall effects on earnings. In the Rio Grande Valley 
the Falcon Dam, the first of three to be constructed for irrigation 
purposes, has proved very valuable, and is now at its normal 
operating capacity. 

Principal cities served with population of over 50,000 include 
Tulsa, Okla.; Shreveport, La.; and Corpus Christi, Abilene, San 
Angelo and Laredo in Texas. The franchise situation is satis- 
factory, with no near term expirations in larger cities. 

The capital structure has been improved in recent years, and 
the equity ratio now approximates 33% which is close to the U.S. 
average. The investment status of the common stock is indicated 
by the fact that about one-third of the issue is held by institu- 
tions and bank nominees, some 134 institutions being listed as 
holders. 


The system has had a substantial construction program under 
way. Expenditures in 1954 are expected to total $52 million, but 
with the recent gain in peak load next year’s budget will increase 
to $72 million, and for 1956 is estimated at $70 million. 132,000 kw. 
new generating capability will be installed next year and 300,000 
kw. in 1956 (including a 160,000 kw. unit at Tulsa). System 
capability, including firm purchased power, is now 1,350,000 kw. 
but by 1956 will reach 1,730,000 kw. compared with an estimated 
peak load for that year of 1,580,000 kw. 


Central & South West last sold common stock in March, 1953, 
but another offering of about 600,000 shares will probably be made 
in the first half of 1955. Three of the subsidiaries are also plan- 
ning preferred stock offerings—$7.5 million by Central P & L., 
in December; $10 million by Public Service of Oklahoma around 
March, and $6 million by Southwestern Gas & Electric in the 
Spring of 1955. 1956 financing will be through bond issues—no 
equity financing is planned for that year. By the end of 1956 capi- 
talization will probably be about as follows: debt 54%, preferred 
stock 13%, common stock equity 33%. 

The table below shows the common stock record; dividends 
have increased in every year but one in the postwar period. The 
rate was recently raised from $1.16 to $1.32. Earnings for the 
12 months ended Sept. 30 advanced sharply to $1.90, and for the 
calendar year 1954 are estimated at $1.97, up 14 cents from last 
year. About 6 cents of this gain will be due to elimination of the 
2% holding company tax. In addition to the gain in reported earn- 
ings, there are cash savings from accelerated (five-year) amorti- 
zation, which it is estimated will exceed $15 million over the 
period in which taxes are deferred (of which about $1.2 million 
was obtained in 1953 and $2 million in 1954). 


In the quarter ended Sept. 30 share earnings amounted to 
75 cents a share, due lergely to a record-breaking air-conditioning 
load for two subsidiaries, plus gains in industrial business. Tulsa 
had 45 days when the temperature exceeded 100 degrees, and 
Over a wide area the weather was the hottest in 50 years. Appar- 
ently many customers now consider air conditioning a necessity 
rather than a luxury, but sales of appliances have not yet reached 
the point of saturation. Hence, even though the past season was 
abnormally hot, sales of additional appliances may tend to sustain 
the summer load. Moreover, a number of heat pumps have been 
installed in the area, and major manufacturers are actively push- 
ing this appliance. Use of the heat pump for both cooling and 
heating will provide a better balanced year-round load and tend 
to increase the annual load factor of the system which has been 
somewhat reduced by the summer air conditioning load. 


No forecast of 1955 share earnings is available, but President 
Osborne, in a recent talk to a group of analysts, indicated that in 
his opinion the company should be able to absorb the dilution due 
to the new issue of common stock next year, as well as the handi- 
cap imposed by substantial preferred stock financing. 











*Common Stock Record 


Year— Revenues Earnings Dividends Price Range 
ar $101,000,000 $1.90; $1.20¢ 29 46- 231° 
1953__..... 96,000,000 1.72 1.64 24 - 18% 
3952 _- _.. 88,000,000 1.60 0.95 21 - 16% 
1951 _ _.. 80,000,000 1.34 0.90 1712- 13% 
1950_ _.. 73,000,000 1.44 0.90 1614- 12 
1949 __ _. 67,000,000 1.40 0.83 14142- 10% 
194° - _. 62,000,000 1.38 0.75 a. =e 
194°. . 55,000,000 1.38 0.35 12 - 9g 
194 ~ 50,000,000 1.22 — | — — 
194 _. 49,000,000 0.66 a. — _ 
19¢ 47.000.000 0.65 — 
1943__._._.._._ 43,000,000 0.73 — _ 
*Based on shares outstanding at end of each period. There are pres- 

ently ou standing 9,091,257 shares. 112 months Sept. 30, 1954. Year 


endin~ Dec. 31, 1954. {To Nov. 7, 1954. 





_A New Slant in Forecasting 


By ROGER W. BABSON 


Mr. Babson, commenting on studies in Psychological Strategy 
by the German and other governments, including our own, 
foresees scrapping of present methods of forecasting. Says 


in his studies of fundamentals, 
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ing and going to do, I want to 
learn what consumers, investors, 
and labor leaders are 

and what they are going to do. 
This will enable me and my suc- 
cessors to forecast correctly what 
business, commodity prices, and 
the stock market will do. It will 
also enable the forecasting of 
style changes, political events, and 
even crime waves. 


he wants to learn what con- 





sumers, investors, and labor leaders are thinking, and what 
they are going to do, and this will enable the forecasting of 
business, commodity prices and stock market action. 


Last week the Babson Organi- 
zation celebrated its Fiftieth An- 
niversary. Famous speakers and 
about 2,000 clients, friends, and 
guests were 
present. Read- 
ers have seen 
references to 
these address- 
es in the press, 
but I have 
saved my re- 
marks exclu- 
sively for this 
column. Here 
is the story: 

When I last 
visited Monte 
Carlo, Mon- 
aco, to look 
on as a spec- 
tator, I was 
required to give my business card 
before entering. The only card I 
had referred to me as a statisti- 
cian. As a result, I did not get 
into the gambling casino. I tried 
a second and third time, but with 
no better results. I then went to 
the general offices of the company 
to find out the reason why I was 
not admitted. This is what I 
found: 


The French Government had 
learned that the German Chiefs 
of Staff, just before the German 
armies collapsed in 1945, had 
made marked studies in what is 
known as Psychological Strategy. 
It is said that this is what en- 
abled the Germans to nearly 
break through at the time of the 
famous “Battle of the Bulge,” 
which was stopped by Montgom- 
ery and Patton. The super-super 
mathematicians of Germany had 
figured out in advance that it 
would be possible to break 
through at that time, in view of 


what the American Generals were 
thinking and counting upon, 


What the French and Russians 
Are Doing Teday 


The French are now making 
great progress in such studies. It 
was because of these known stud- 
ies that the “Bank” at Monte 
Carlo was becoming frightened of 
statisticians and mathematicians. 
I now learn that the U. S. Navy 
and Air Force have taken up 
these studies, with the help of the 
Princeton Institute for Advanced 
Study. In fact, from this Institute, 
President Eisenhower has _ just 
taken the super-super mathemati- 
cian John von Neumann and ap- 
pointed him to the Atomic Energy 
Commission. 

While these super-super mathe- 
maticians have been studying how 
to ascertain in advance what the 
Chiefs of Staff of enemy armies 
are thinking and planning to do, 
a group of younger statisticians 
led by J. C. C. McKinsey have 
been studying games—from poker 
to chess. McKinsey has even 
written a book on the subject en- 
entitled “Introduction to the 
Theory of Games.” Next to the 
possibilities of uranium, this abil- 
ity to figure out in advance what 
your enemy is going to do is the 
hottest subject in Washington to- 
day. 

Forecasting Business and 
the Stock Market 

The past Fifty Years I have 
given to the study of Charts, 


Roger W. Babson 


fundamentals. 


maticians are learning how to tell 


what enemy Admirals, Generals, 
and Strategic Boards are think- 


Tables, Earnings, and other tangi- 
ble records of past events. From 
now on my able associates, who 
now know more about such things 


than I do, will. carry on this ortho- 
dox work. I will devote the next 
Fifty Years to the study of the 


While the super-super mathe- 


What the Result Will Be 


Most present forecasting will be 
scrapped. The stock market will 
then fluctuate only a little more 
than the bond market does today. 
Individual corporations, separate 
industries, and even some locali- 
ties will continue to suffer from 
the Law of Cycles. These will 
have their big “ups and downs” 
but, with this advanced knowl- 
edge, the National Business Cycle 
will be flattened out. 

Remember: Newton’s Law of 
Equal and Opposite Reaction does 
not state when the reactions will 


come or how big they will be. His 
law simply says that to the extent 
that we go above normal — me- 
chanically, chemically, socially, 
politically, and economically—we 
must rest a corresponding amount 
in area. This will continue to be 
true. 


F, L. Chapman Pres. 
Of Barrett Herrick Go. 


Frederick L. Chapman, formerly 
Executive Vice-President, has 
been elected President of Barrett 
Herrick & Co., Inc., 35 Wall Street, 
New York City, investment firm, 
succeeding Barrett Herrick who 
passed away Oct. 29. 

Mr. Chapman, who entered the 
investment business in 1920, joined 
Barrett Herrick in 1938. Earlier 
in his career he had been associ- 
ated with such firms as Spencer 
Trask & Co.; The Guaranty Com- 
pany; Redmond & Co. and the 
Chatham-Phoenix Corporation. 

He attended Williams College 
and served as a first lieutenant, 


infantry, in the U.S. Army during 
World War I. 
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Convertibiliiy—What It Means 
To the American Exporter 


By FRANZ PICK* 
Pick’s World Currency Report 


Mr. Pick, in commenting on the imped'ments of fluctuating 


non-convertible currencies to foreign trade operations, holds, ia 
spite of such aggravating and frustrating experiences, the 
worst is over, and, globally speaking, substan ial progress has 
been made in the domain of currency reconstruction. Reviews 


progr<ss toward convertibility 


in principal nations and the 


gradual easing of international trade restrictions. Says sellers’ 
market will vanish vith convertibility of sterling and other 


monetary units, and this throws the cred’t risk, because of 


competition, in the exporters’ lap. 


All you have suffered since the 
fate 30's trom the inflationary 
problems in every country of the 
world, including the United States. 
Many of you 
have gone 


through the 
often unex- 
pected bloc«x- 


ing of export 
Feceipts 
abroad. You 
have suffered 
from sudden 
state barnk- 
ruptcies for 
which the 
public rela- 
tion managers 
of Central 
Banks use the 
innocent 
sounding names of “legal devalua- 
tions” or of “currency alignment.” 
You all have experienced how ex- 
cellent and profitable export deals 
finally vanished into nothing 
when the famous “allocation of 
foreign exchange” was refused by 
the officials of the importing 
country. And quite a number of 
you have worried when a care- 
fully prepared triangular clearing 
deal literally vanished into thin 
air, only because a minor currency 
or import regulation was changed 
in one of the three countries in- 
volved in the transaction. 

But in spite of such aggravating 
and frustrating experiences, which 
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might repeat themselves again 
and again, I arn very happy to tell 
you thet, to my mind at least, the 
worst is over. We have made— 
globally speaking substantial 
progress in the domain of cur- 
rency reconstruction and we are 


today on 


The Road to Convertibility 


To be on the road aoes not 
mean that one reaches destination. 
But, it is so much of a progress 
as compared to the situation of 


last year, that it inspires me with 
more than lukewarm optimism. 
Many of you might remember that 


last fall was privileged to talk 
to you about the 2,800 Clearing 
Currencies which had covered 


world trace with a labyrinth of 
rules and regulations. The average 
exporter simply would not jump 
over these high hurdles and often 
had to give in before the deal 
started. 

Since then, many things have 
happened that eased world trading 
te quite some degree. And these 
things did not happen on our end 
of the business, but abroad, and 
were not exact!y the result of our 
trade policy which, as you all 
know, is on the defensive. 

The change in the world’s ex- 
port picture started to develop at 
the beginning of September of last 
year. At that moment, and to the 
amazement of experts as well as 
of amateurs, the Soviets started to 


sell gold, silver and platinum in 
Western European markets in 
order to acquire sterling balances. 


This sterling was needed by Mos- 
cow to acquire consumer goods: 
wool, bu‘tter, textiles, chemicals, 
surgical and pharmaceutical sup- 
plies, which the British Common- 





*An address delivered by Mr. Pick at 
the Luncheon Meeting of the Export 
Managers Club of New York, New York 
City, Oct. 19, i954. 


wealth was ready to sell them and 
which they couid not get from us. 

The Russians, within 11 months, 
sold about $340,000,000 worth of 
precious metals to Britain. If you 
look at these transactions with a 
cold mind, you will agree with me 
that Engiaind simply sold goods 
and services mostly against gold 
to the Soviets. To export against 
gold payment has been and is the 
dream of every Central Bank 
management. The British Treas- 
ury, under the extremely brilliant 
leadership of R. A. Butler, Chan- 
cellor of the Exchequer, acted im- 
mediately upon this unexpec.ed 
windfall. With every saie of pre- 
‘ious metals to London, England’s 
foreign exchange reserves rose in 
volune, and, what was more im- 
portant, the demand for Trans- 
ferable of Commercial Sterling 
increased. Therefore, two power- 


ful forces pushed the tide of 
monetary consolidation in the 
Commonwealth which accounted 


for more than 40% ot the world 
trade. 

The British currency 
ment, first encouraged by this 
trend, took, if I may say so, its 
courage inio two hands and pre- 
pared a daring currency reiorm, 
which became law on March 22 
of this year. Until March 19, not 
less than 89 different sverling 
varieties were in existence. They 
were one of the most aggravating 
complexes for every foreign 
trader. It needed inove than tradi- 
tional dealers’ skill to distinguish 
between 18 differen! transferable 
accounts and 25 different. bi- 
lateral sterling, not to speak of 
20 Country-to-same-Country 
sterling or eight Unclassified Ac- 
counts, etc. 

These 89 sterling varieties were 
merged into only nine different 
categories on March 22, and the 
Transferable Pound, including 
sterling balances belonging to all 
countries outside the Dollar Area, 
became freely transferable in the 
non-dollar world. In addition to 
the. sterling-unification, . Britain 
reopened the London gold market 
for transactions of all people re- 
siding outside the Sierling Area. 
This latter decision made the U. S. 
dollar legally convertible into gold 
—in London. 

Chancellor Butler’s currency re- 
form was the most important 
event in post-war currency reton- 
struction and I believe that it will 
get as much historical considera- 
tion as Oliver Cromwell’s famous 


manage- 


Navigation Act of 1651, which 
established England’s merchant 
marine’s supremacy on the seas 


for many centuries. 

The simplification of commer- 
cial sterling transfers increased 
Britain’s foreign trade rather sub- 
stantially since April of this year 
and led to many other relaxations 
of currency restrictions in the 
Commonwealth. The freeing of 
the cotton and metal markets 
shifted the center of world ten- 
dency of these commodities back 
to England and automatically in- 
creased British dollar receipts. 
Rationing in:the British Isles came 
to an end in July and showed a 
robust sterling that functioned in 
limited liberty without relapse. 

It was an organic development 
to extend the eifects of the Cur- 
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rency Reform of, March and to 
strive for even more liberty. Rus- 
sia continued io seil precious 
metals for sterling. Britain’s cur- 
rency reserves had risen from 
$2,500,006,000 in August 1953 to 
over $3 billion in May 1954. It, 
therefore, was reasonabie to face 
the next step; namely, to make 
sterling convertible for ail non- 
residents, which means for ali in- 
ternational trading. 

An other reason to make ster- 
ling more elas.‘ic was tue resur- 
gent German foreign trade. The 
undivided Reich exported about 
51+ billion marks worth of goods 
and manufactured products in 
1938. Western Germanys exporis 
in 1950 were 8% billion marks. 
For 1953, they rose to over 18% 
billion: Present estimates, based 
on the exports of the first eight 
months of this year, have reached 
21™% billion marks, or about 412 
billion U. S. dollars. Germany has 
become, after the U. S. and the 
United Kingdom, the third rank- 
ing export country in the world. 
And, aided substantially by a sys- 
tem of automatic export insurance 
that we do not have in the U. &S., 
the German trade has become 
more than noticeable in many 
countries which formerly bought 
most of their import goods from 
England or the U. S. 

Furthe:more, the Deutsche 
ma:k, magnificently administrated 
by the former Professor of Cur- 
rercy Theory, Dr. Ludwig Erhard, 
had nearly become hard money in 
the spring of this year. From the 
moment Britain started to plan 
more convertiblity for sterling, 
Professor Erhard planned to enter 
the Deutsche mark in the race, 
the winning of which would lit- 
erlly mean more billions of ex- 
port trade, more attraction of 
foreign investment capital, more 
prestige and more employment 
for Western Germany. 

This passionate race towards 
convertibility seemed well under 
way until the end of July of this 
year. Then a few, at first un- 
noticed, events took place. 

On Auz. 10, the Soviets stopped 
selling gold in Western European 
markets. 

A Gallup-poll in England 
showed the possibility of strong 
labor majority if and when new 
elections would be held in Britain. 

The conservative press in Lon- 
don began to find flaws in Mr. 
Butler's convertibility plans. Tae 
very influential “Economist” 
started to preach prudence. So 
did the “Financial Times,” the 
London “‘Eanker,” and a few other 
publications. 

But Germany, uninfluenced by 
such tendencies of British public 
op-_nions, continued to push its 
currency nearer to freedom. On 
Sept. 16, Bonn abolished the 
famous Sperrmark and replaced 
it by a “liberalized capital ac- 
count,” which is practically con- 
vertible into s-erling, as well as 
into all other European Payment 
Union currencies. 

To take this step, exactly one 
week before the Annual Meeting 
of the 58 governors of the Inter- 
national Monetary Fund started, 
showed Professor Erhard’s strat- 
egy clearly. He already knew 
that Chancellor Butler of Britain 
could not proceed with his con- 
vertibility plans for sterling. 

The I. M. F. Meeting in Wash- 
ington, therefore, was some sort 
of a dead duck before it started. 
In place of expected sterling im- 
provement toward non-resident 
convertibility, Governors and 
guests got a presentation of pru- 
dence and perhaps well-founded 
British hesitation to jump into the 
not always kind waves of cur- 
rency freedom. 

And the most important men 
who could have given Britain all 
the missing links to convertibility 
were: 


(1) Hugh N. T. Gaitskell, for- 
mer and probably future Labor 


Chancellor of the Exchequer. 
(2) The unknown Soviet expert 


who handles Russia’s gold ex- 
ports, and 

(3) The Red Chinese M nister 
of Trade, \who p:obably al.eady 
knows | ow n_uch Peiping is goinz 
to buy from tae Wesi. 


Could Mr. Eutler have known 
whether Mr. Caitskel, if and 
when retuining to Whitehali, 


could cont nue his currency policy 
or progressive streng.hening of 
-he pound and of elim. nating con- 
trols generally dear to the Labor 
Farty, and 

Could he have known whether 
Russian gold wouid again pour 
into the vaults of the Bank oj 
England and increase British ex- 
ports and, finally, 

Could he have known more 
about the hotly contested China 
tiade, it wo.ld have been possible 
to make sterling convertible for 
non-residents and to scrap whole 
books of British currency re*ula- 
tions immediately after the 
I. M. F. meeting. 

But, he did not know. 

Nevertheless, it is my personal 
opinion, kased on a long conver- 
sation with the Chancellor, that 
convertibility is far from being 
buried. If I may use a not ex- 
actly classic comparison, I would 
like to say that sterling convert- 
ibility has, instead of being un- 
wrapped, been put into the re- 
frigerator, but not into the deep 
freeze. 

Professor Erhard, not impressed 
by the British postponement of 
which he seemed to be critical, 
made ro secret of Fis p'ans, which 
can be summed up in his own 
words as “a relentless drive for 
non-resident as well as for resi- 
dent convertib.lity of the Deutscine 
Mark within the next month.” 
He did not answer my question 
as te “whether a complete con- 
vertibility cf the mark would 
force Holland, Belsium and per- 
haps also France to become com- 
pletely convertible tco. 


The Present Stage 

The present stage of currency 
world affairs after the I. M. F. 
meeting should be considered in 
an optimistic way. There cannot 
be any coubt that mark and ster- 
ling, most important units after 
the dollar, are “en route” toward 
more and nore freedom of Trans- 
ferability. As the world trade of 
the dollar area, the sterling area 
and the Deutsche Mark accounts 
for nearly 70% cf all exports ard 
impcrts at present, the convert- 
ibility stake is of h'ghest impor- 
tance, polilical'y, financially and 
economically. 

Let us here make a comparison 
with the situation of October, 
1953. At that time no reasonable 
banker would have expected that 
the famous “Dollar Gav” would 
disappear before July, 1954, that 
the Sperrmark could cease to ex- 
ist and thac sterling could reaca 
“pre-convertibil ty stage. ’ 

Nobody would have dared to 
forecast the substantial increas>2 
of world trade tat took place 
during the last 12 months. 

You would have been cons‘d- 
ered some sort of fool if you 
would have expected that Britain 
was going to re-open her gold 
ma:iket in March and to even deal 
in gold for future delivery in 
September. . 

Today we discuss 
timing and the higher details of 
com ng convertibility. 

That is quite a difference. 

And every changing era brings 
new opportunities. 

It is my belief that the horrible 
period of currency de2struction. 
which lasted from Sept. 1, 1239 
until the British Currency Re- 
form of this year, has changed 
into the era of monetary recon- 
struction. We had about 90 or 
more fraudulent ‘state bank- 
rupteies during these 15 years, 
and even if there are still a few 
more to come in South America, 
in East Asia and in Southern 


openly the 


Europe, the worst is over and we 
can surely take it fiom now on. 
not only 


We are entering the 
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eva of currency reconstruction, 
we are a'so moving toward more 
io eign traue, tovward €as_er con- 
ditions of monetary transfer and, 
certainly also toward more com- 
petition. 

Ti.erefore, it might be useful to 
try to analyze tie s_rong eventu- 
aity of convertible sterling as 
well as of convertible D. Mark, 
Guiicer ani Belgian Franc. Once 
these currencies become convert- 
ibie, other units, namely the 
‘scandinavian currenc.es, the 
F.ench Fianc, t e Italian Lira, 
and the Aus.rian Schilling will 
have to join. 


The reaching of commercial 
transferability on a woild-wide 
basis will finally force these 


countries to fiv ht for new cus- 
tomers and export drives of as 
yet unseen intensity will probably 
be undertaken. The dr.ve for 
South American markets will con- 
tinue and there cannot be any 
doubt about a parallel drive for 
the export to the countries of the 
Soviet orbit. 

All such drives are going to be 
based on long term credits, of 
wnoich the Geirnan and tne Jap- 
anese have alreacy given us a few 
samples of tactics. Three to five 
and in some cases 10 year credits, 
skillfully backed by Central or 
Commercial Banks in tie export- 
ing countries, have taken many 
important export deals away from 
the U. S. and brought new orders 
to Dusseldorf or to Osaka. This 
tendency of long term credits is 
probably here to stay. It will be 
enforced by Britain’s export 
drives and by British Banks when 
convertibility becomes a sterling 
quality. 

As we in this country, with our 
enormous capacity to produce will 
not like to limp behind British, 
German or other traders, we will 
have to compete with them. We 
will have to take risks that we 
could not afford to take as long 
as we were in a sellers’ market. 
This sellers’ market will vanish 
with the convertibility of the 
sterling, mark and other units. I 
would even like to say that it has 
already started to vanish. 

The disappearance of currency 
risk, a wonderful by-product of 
convertibility, will, let us face it, 
throw another risk into the ex- 
porter’s lap: the credit risk. There 
cannot be any doubt that all large 
export deals will have to meet 
with long credit terms offered by 
nations that need the business 
more than we do. 

Therefore, we will have to ex- 
tend credit on longer than pres- 
ent terms in order to meet com- 
petition. 

Are we equipped to do so? 

I am afraid to answer in the 
negative. 7 

The last 15 years have spoiled 
us very much. Only we could de- 
liver the goods from nylon to 
Cadillacs and those who wanted 
them had to put up the cash in 
the U. S. Tne Administration fi- 
nanced only exports of surplus 
commodities, from tobacco to 
cotton. 

Now, other nations, with soon 
to be convertible monies, produce 
perlon. penicillin, Volkswagen, 
Rolls Royce or turbo jets, which 
are or will be available on good 
credit terms, backed by export 
credit insurance and by cheap dis- 
counts of such long term export 
dratts. 


We, therefore. need not only an 
irstitution in this country to sell 
export credit assurance; we also 
need quite a number of so-called 
merchant bankers who would spe- 
cialize in financing foreign trade, 
as the banks in England, Germany 
and Hollend do. 

We will have to take more risks 
than we did until now. It will be 
up to management of large cor- 
porations, as well as of smaller 
export firms, to accept longer 
than usual credit terms. We still 
can do a lot of export business to 
Western Europe, the Sterling 
Area countries, to South America 
and to Asia, if we accept the cus- 
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tomers’ credit terms. If we don't 
accept—others are going to close 
the deals. 

World trade, as I have already 
said, is expanding. We have goods 
to deliver, but we will have to try 
to understand that the best Amer- 
ican product, payable within short 
periods and at high prices, will 
often lose against a proposition of 
lesser quality, at lower price and 
at long term credit. 

We, therefore, will have to 
prepare for more aggressive ex- 
port drives for the customer. 

Such an adaptation will need 
new sources of trade information, 


new credit organizations and 
more help and_ understanding 
from our commercial banks, 


whose foreign departments still 
cannot help you to set up a tri- 
angular clearing deal. 

As you can see, convertibility, 
as desirable as it is, will present 
a number of new problems. 

I am convinced that in the 
long run you will be able to cope 
with all of them. There might be 


a delay in adapting new tech- 
niques to new circumstances. 
But, as we have achieved un- 


<ontested mastership in domestic 
market research, we might be 
able to establish market research 
on a world-wide basis. 


Twenty years ago, it took us 
more than 20 Lours to travel from 
New York to Kansas City and 
about 22 days to go from here to 
Bombay. 


Today, you fly in less than five 
hours from Newark to Kansas 
City and it takes about 22 hours 
to reach Bombay from Idlewild. 

The world has shrunk. Yet, in 
spite of the reduction of distances, 
«export trade in this country is 
still handled in nearly the same 
<style as in the early °30’s. 

He who rests, rusts! 
<io not want to rust. 

Let us look at the coming con- 
vertibility not as a complication 
of existing method of U. S. trade. 
Let us face the fact that soon the 
edollar will ‘be matched by just as 
hard other currencies, which will 
be more elastic than Old Father 
“Greenback. 


Let us insist on export credit 
insurance, more merchant bank- 
ing and more market information 
from abroad. 

If we get it, you and your col- 
leagues all over the country will 
Ibe able to outsell many competi- 
tors and keep our exports as nigh 
sas they are. 


And we 


Phila. Inv. Traders to 
Hold Supper Dance 


PHILADELPHIA, Pa. — The 
special events committee of the 
Investment Traders Association of 
Philadelphia announce a_ buffet 
supper and dance to be held at 
the Germantown Cricket Club on 
Saturday evening, Nov. 13, 1954, 
under the chairmanship of John 
Carothers, 


Acquires Lakeside Secs. 


CHICAGO, Ul. — Acquisition of 
all of the stock of Lakeside Se- 
curities Corp., Chicago, has been 
anounced by Gerald G. Bolotin, 


Chicago attorney. As head of the 
purchasing group, which includes 
substantial Eastern financial in- 
terests, Mr. Bolotin stated that 
plans are being made to extend 
the scope of the company’s oper- 


ation and to increase its capital. 
Lakeside Securities Corp. an 
underwriter and distributor, spe- 
cializing in U. S. Government, 
state, municipal and revenue 
curities. 


Edward R. McCormick 


Edward R. McCormick passed 
away Nov. 8 at the age of 76. Mr. 
McCormick was the first 


is 


se- 


Presi- 


White, Weld Offers 
Templeton Fund Stk. 


White, Weld & Co. on Nov. 9 
offered pubiicly 450,000 common 
shares of Templeton Growth Fund 
of Canada, Ltd. Price of the stock 
is $21.50 per share in transactions 
involving less than 1,000 shares, 
with prices diminishing slightly 
for larger blocks of stock. 

The Fund was incorporated on 
Sept. 1, 1954 under the Companies 
Act of Canada and is registered 
under the United States Invest- 
ment Company Act of 1940 as 
a diversified management invest- 
ment company. 

Templeton, Dobbrow & Vance, 


Inc., of New York, investment 
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counsellors, have been named in- 
vestment advisors to the Fund. 

The Fund has been organized to 
provide a means by which resi- 
dends of the United States may 
invest in securities of companies 
deriving their income from sources 
outside the United States, and par- 
ticularly from Canada, on a basis 
which offers certain tax advan- 
tages over direct investment in 
such securities. 


The Fund expects to concen- 
trate its portfolio principally in 
preferred and common stocks of 
companies operating in Canada. 
It is expected that most of the 
portfolio will be made up of se- 
curities listed on the Montreal. 
Toronto or Canadian Stock Ex- 
changes. Not more than 5% of 
the Fund’s portfolio may be in- 
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vested in companies which have 
been in existence less than three 
years. 

The Fund intends to conduct its 
affairs so that it will incur no in- 
come tax liability to the United 
States and no substantial tax to 
Canada, 

All net income derived from 
dividends, interest or other sources 
outside the United States will be 
reinvested by the Fund, and the 
Fund does not intend to distribute 
any such income, so that share- 
holders will not receive any tax- 
able distributions. 


Directors of the new Fund in- 
clude: John M. Templeton, Pres- 
ident of Templeton, Dobbrow & 
Vance, Inc.; Wilbert H. Howard, 
Q. C., Chairman of the Board of 
Montreal Trust Co.; Robert M. 
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Fowler, President of the Canadian 
Pulp & Paper Association and the 
Newsprint Association of Canada; 
William Fleming James, partner 
of W. F. James & B.S. W. Buffam 
and a director of Eldorado Mininy 
& Refining, Ltd.; Alfred Ogden, 
President and director of C. Ten 

nant, Sons & Co. of New York; 
George T. Delacorte, Jr., Presi- 
dent and director of the Dell Pub- 
lishing Co.; William M. Robbins, 
Vice-President and director o€ 
General Foods Corp., and Ogden 
White, general partner of White, 
Weld & Co. 

Capitalization of the Fund con- 
sists of 500,000 common shares 
and 100 deferred shares all with 
the par value of $1 (Canadian). 
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‘\Housing Unlimited’’ 


By HUGO 


STEINER 


President, Berkeley-Steiner, Inc., 
Mortgage Financing, New York City 


As a basis for continued demand for housing, Mr. Steiner lists: 
(1) Americans have become house-minded as never before; 
(2) population growth has been accelerated; (3) there is an 
increased marriage rate; (4) there has been a more equitable 
distribution of income in last two decades; (5) the movement 
towards the suburbs increases housing demands, and (6) 
there is an accelerated home replacement trend. Holds FHA 
and VA mortgages are “an excellent investment medium for 


long-term 


The demand for housing con- 
tinues with undiminished vigor. 
Housing starts in 1954 will again 
top the one million mark, with a 
tidy margin 
to spare, for 
the fifth con- 
secutive year. 
Current fi g- 
ures point to 
1954 as the 
second best 
home build- 
ing year in 
the nation’s 
history, sur- 
passed only 
by the peak 
year of 1950, 
when 1,396,- 
000 units 
were built. 

Statistics just released by the 
Labor Department for September 
show work was begun on 114,000 
dwelling units, bringing the nine- 
month total to 906,500 housing 
starts—-about 5% above the level 
for the same period of 1953. Signs 
point to 1955 jumping off to a 
fast beginning. Preliminary plans 
suggest another banner year 
ahead, particularly in the field of 
private home construction, _ 

What are the factors causing 
the high level activity in the 
home building field? Why will a 
susiained demand continue as the 
bright star in our economy? And 
why, given an indefinite cold-war 
period, will this growth industry 
continue on a high plateau into 
the decade of the 1960's, when it 
will again shatter all existing rec- 
ords? 

Let’s look at it: 

(1) First and foremost, Ameri- 
cans are house-minded as never 
before. The urge to own one’s 
home is strong in all age brackets. 

(2) Another driving factor is 
our accelerating uptrend in pop- 
ulation. For seven _ successive 
years, new arrivals have exceeded 
34% million annually; 1954 will 
witness another record baby crop 
in excess of four million. By 
year-end, the stork will have made 
nearly 40 million trips in 11 con- 
secutive years to American homes 
and shows no signs of tiring. The 
following figures bring into sharp 
focus this dynamic population 
surge over a span of 30 years. The 
1960 estimate is based on a net 
gain of 2.8 million annually for 
the next five years: 
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The population breakdown for 
the group 18 years or younger is 
also illuminating: 


Total Age Bracket 
10 million -..14-18 
27 million 5-14 
22 million Under 5 


Estimated to end of 1954. 


The impact of the rising gen- 
eration on our economy, in the 
decade of the 1960’s, is dramatic- 
ally portrayed in these statistics. 
The increasing number of larger 
families is an unspoken vote of 
confidence in sustained high 
prosperity. They help to maintain 
this prosperity by seeking larger 
living quarters; this demand is 


capital.” 


now beginning to manifest itself 
in the request for four-bedroom 
units from those families which 
were formed immediately after 
World War II. 

(3) Because our youngsters are 
marrying earlier and are house- 
minded rather than apartment- 
minded, and due to the generally 
higher level of starting salaries, 
they purchase homes sooner than 
was true some years ago. 

(4) A more equitable distribu- 
tion of income in the last two 
decades has created a broader de- 
mand for homes from a_ wider 
median income group of wage 
earners. Note the substantial per- 
centage gain in the $3,000-7,500 
income bracket of our  bread- 
winners since 1929. This distribu- 
tion of wealth is a _ strong 
contributing factor to home own- 
ership and our continuing fabu- 
lous growth. 


Distribution of Real Income 


Per Cent of Families in 
Each Lncome Group 








1929 1951 
Under $1,000_- 17% 13% 
$1 - $2,000__.__._.. 24 15 
$2 - $3,000____-_- 24 18 
$3 - $4,000__._____ 14 18 
$4 - $5,000__._._._.__ 6 15 
$5 - $7,500__..... 9 14 
$7,500 and over... 6 7 
100% 100% 
(Source—McGraw Hill Publications.) 
Government sources report 


average factory salaries in Sep- 
tember of this year at $71.86, just 
a shade under the all-time high 
of $72.36 attained in December, 
1953. Compare this with the gross 
weekly earnings of $23.25 of 
workers engaged in manufactur- 
ing industries in 1930 and it will 
be seen that income is up over 
200%. 


(5) The trek of families from 
congested urban areas to the sub- 
urbs where newer schools and 
more modern shopping facilities 
are readily available is still 
strong. This is the continual 
search for “lebensraum” and bet- 
ter educational atmosphere for the 
children that always accompanies 
the rising standard of living. 


(6) As more units become out- 
dated with the passage of time, 
creating an automatic obsoles- 
cence factor, new homes are 
acquired with more modern con- 
veniences. It has been reliably 
estimated that this replacement 
market will require the construc- 
tion of 3-4% million new dwell- 
ing units in the next 10 years. 
Assuming a present conservative 
demand for 200-250,000 units 
annually, this replacement figure 
will tend to curve upward as the 
backlog of dwellings 25 years or 
older mounts. 

(7) As the increasingly older 
citizens become “pensioners,” 
they seek smaller dwelling units, 
in various Southern States, where 
the clothing and heating problems 
are not too heavy a drain on the 
family exchequer. Just as the 
younger people, upon marrying, 
do not choose to double up, so 
older folks, upon retirement, pre- 


fer to continue life in newer, 
modest dwellings of their own 
choice. Southern builders are 


catering more and more to this 
group, which shows.an. eagerness 
to enjoy. .the. simple pleasures of 
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into the late sixties and 
seventies. What latent possibili- 
ties exist, in this respect, are 
shown by insurance company 
tabulations pointing up the fact 
that the average life span of the 
American people is now 68.5 
years (and this expectancy limit 
is creeping upward), representing 
a gain of 21 years since 1900. 
(8) As the returning Korean 
War veterans become integrated 
to civilian pursuits, they too be- 
come potential home-buyers. Ap- 
proximately 142% (30,000) of this 
group has exercised its G. I. home 
loan rights to-date. But their 
number has swelled to about 5'2 
million the pool of veterans who 
may take advantage of the G. I. 
home loan privilege extended to 
them by a grateful nation. While 
the provision to purchase a home 
under the G. I. privilege expires 
in 1957, the writer believes the 
time limit may be extended. Vet- 
erans of World War II, who are 
now in need of larger quarters tor 
their growing families and who 
are more firmly entrenched eco- 
nomically, will undoubtedly take 
advantage of the special provision 
in the Housing Act of 1954. This 
provision permits vets who pur- 


life 


chased homes prior to April 1950, 
at which time the VA Guaranty 
ceiling was $4,000, to apply for 
the balance of the entitlement to 
the existing maximum of $7,500. 
(9) Revision and easing of FHA 
requirements, under the Housing 
Act of 1954—-the most extensive 
overhaul of such legislation in 20 
years—takes into account some of 
the inflation that has occurred 
during the last two decades. The 
top insurable amount of mortgage 
has been raised from $16,000 to 
$20,000, making possible the pur- 
chase of a home appraised at 
$24,300 under FHA Regulations. 
This liberal increase should give 
an impetus to civilian demand 
for new homes in and near large 
urban communities. Coupled 
with modification of the down 
payment is the extension of the 
mortgage term or pay-out time 
to 30 years. The latter feature 
reduces the monthly carrying 
charges considerably and appeals 
to the home buyer even though 
he realizes that the interest ex- 
pense over the longer term is 
somewhat higher. The following 
table illustrates the present set- 
up in four popular priced catego- 

ries on new construction: 
Monthly Int. & 


FHA Appraised Down-Payment Present Present Amount Amort. Plus 
Va.ue Prior to 8/54 Down-Payment of Mortgage FHA Ins. Prem. 
$9,000 $900 $450 $8,550 $46.77 
12,000 2,400 1,200 10,800 59.51 
15,000 3,000 2,400 12,600 68.92 
20,000 4,000 3,200 16,800 91.88 


To the figure in the last column 
must be added 1/12th of the 
annual local taxes. Assuming 
yearly taxes on a $9,000 unit to 
be $120.00, the monthly sum to 
be paid would be $10.00. Add to 
this, $1.00 per month for Insur- 
ance ($36.00 for three years) and 
the complete monthly charge 
totals $57.77. Again, assuming a 
modest $22.50 per room, per 
month rental, for a modern four- 
room apartment, and the mathe- 
matics of shelter payment runs 
heavily in favor of home owner- 
ship. Furthermore, an allowance 
for Federal income tax deduction 
is permitted on interest paid on 
the mortgage and for local taxes. 

(10) Under the Housing Act of 
August, 1954, more liberal terms 
are also extended to the pur- 
chaser of older homes. The buyer 
can mortgage the house at 90% 
of $9,000 of appraised \* lue, plus 
75% of the appraisal over $9,000, 
with the same limitation of $20,- 
000 allowed on new homes. Even 
though the scale of down pay- 
ments rises somewhat for the 
purchase of a higher priced older 
unit, under the new Act, the sav- 


ing is still considerable. For in- 
stance, the buyer of a $15,000 
dwelling could get a $12,600 
mortgage, under existing regu- 
lations, as against $12,000 under 
the old ruling. 

The “open end” mortgage priv- 
ilege, common in_ conventional 
financing, has now been extended 
to Guaranteed Mortgages. Re- 
modeling or improvements can 
now be financed on_ identical 
terms with their existing mort- 
gage. The G. I. loan provisions 
for this purpose have been 
amended to permit a maximum 
increase to $7,500. 

With the Government pursu- 
ing its policy of “active ease” 
in the money market, this writer 
believes adequate funds will be 
available to finance the volume 
of high level home building ac- 
tivity now assured under the new 
Act of August, 1954, so that this 
segment of the economy can still 
further contribute its widely ben- 
eficial effects to the continuing 
economic health of the nation. 
Given _ reasonably prosperous 
times, the housing market will 
continue to boom. 


Breakdown of Units and Amounts Insured Under Various Titles and 
Sections of Federal Housing Administration* and Veterans 


Administration as 
Title and Section 





Neo. of Units 


of March 31, 1954 


Amount Insured 





Title I Section 8 18,051 $39,750,000 
Title II Section 203 2,735,870 17,068 ,000,000 
Title II Section 207 65,552 329,000 000 
Title II Section 213 34,199 325,000,000 
Title VI Section 603 628,014 3,661 ,000,000 
Title VI Section 608 469,598 3,450 ,000,000 
Title VIII Section 803 72,689 586,000,000 
Title IX Section 903 42,905 378,500,000 
Title IX Section 908 7,604 56,750,000 
Pre-fabs and others 17,000,000 

4,074,482 $25,961 ,000,000 


VA Sec. 501 


*Insured Mortgage Portfolio, Summer Issue 1954—Vol. 


This writer, who specializes as 
a broker in FHA and VA mort- 
gages, on a nationwide basis, be- 


lieves that the 20-year record 
(see table) of Insured Mortgages 
(The National Housing Act was 


passed by Congress June 27, 1934) 
has amply demonstrated that thisis 
an excellent investment medium 
for long-term capital. The fact that 
the Insured Mortgage is now a 
recognized standard instrument 
which can be readily traded, has 
resulted in large volumes of 
Eastern capital financing the pur- 
chase of homes in, ether sections 
of the nation. It has, been esti- 
mated that the average FHA 


mortgage,,insured under Section 


3,380,000 


$23 ,450,000,000 


18 No. 4, 


203, has a life expectancy of ap- 
proximately 10 years. 

The revised Act of 1954, which 
extends the FHA term to 30 
years, may increase this expect- 
ancy to 12 to 15 years. 

Foreclosures, under Section 203. 
over the 20-year period that this 
Section has been in force, is less 
than % of 1%. Losses to the 
Mutual Fund, as of Dec. 31, 1953, 
total 2/100ths of 1% of the total 
amount of insurance written to 
that time. (The VA record to-date 
is slightly higher, running ap- 
proximately 6/10ths of 1%.) 

The Mutual Mortgage Insur- 
ance Fund, after repayment to 
the Treasury of all advances, had 





available im excess of $173 mil- 
lion on March 31, 1954, to pay 
losses and expenses. The gross 
monthly income is currently over 
$6 million. This splendid record 
of achievement has been of in- 
estimable value to the home 
building industry by bringing 
within reach of millions of Amer- 
icans the desirable goal of home 
ownership. Other countries, care- 
fully noting the soundness of this 
program, are now projecting sim- 
ilar plans to encourage home 
building activity. 


Union Tank Gar Co. 
Offer Oversubscribed 


Offering of 380,000 shares of no 
par value capital stock of Union 
Tank Car Company was made on 
Nov. 9 by an underwriting group 
headed by The First Boston Corp. 
and Merrill Lynch, Pierce, Fenner 
& Beane. The initial public offer- 
ing price was $27 per share. This 
offering was quickly oversub- 
scribed and the books closed. 

These shares are presently out- 
standing and are being sold for 
the account of The Rockefeller 
Foundation which now owns 480.,- 
000 shares. No proceeds from the 
sale will accrue to the company. 

Union Tank Car Co. is engaged 
in the business of furnishing rail- 
way tank cars owned by it to 
shippers of liquid products in 
bulk, and of building and main- 
taining such cars in its own shops. 
About 95% of the company’s rev- 
enues are derived from shipments 
of petroleum and its products, the 
company’s cars being used princi- 
pally for hauls from refineries and 
from bulk terminal points on pipe 
lines and waterways to surround- 
ing territory, and for the trans- 
portation of products which by 
their nature are not readily sus- 
ceptible to movement by water or 
pipe line. Outside the petroleum 
field the company leases its tank 
cars to rail shippers of chemicals, 
coal tar products, vegetable oils 
and numerous other liquid prod- 
ucts. : 


Outstanding capitalization of the 
company at Sept. 30, 1954 con- 
sisted of $25.000,000 of bank loans, 
due 1956-1959: $20,000,000 of 44% 
sinking fund debentures, due 1973; 
$1,650,000 notes payable, due 1955- 
1957 (Canadian currency); and 
2,153,594 shares of no par value 
capital stock. 

Other members of the under- 
writing group include Smith, Bar- 
ney & Co.; Blyth & Co. Inc.; Glore, 
Forgan & Co.; Harriman Ripley & 
Co. Inc.; Kidder, Peabody & Co.; 
White, Weld & Co.: Hornblower & 
Weeks; Paine, Webber, Jackson & 
Curtis; and Dean Witter & Co. 


Elected Directors 


John L. Loeb and Mark J. Mil- 
lard have been elected directors 
of Union Sulphur & Oil Corp., it 
was announced by Richard T. 
Lyons, President. Mr. Millard also 


will serve as a member of the 
executive committee. 
Both are partners of Carl M. 


Loeb, Rhoades & Co., members of 
the New York Stock Exchange. 


With Reynolds in Carmel 


CARMEL, Calif.—Fred H. Kurz 
is with Reynolds & Co. in their 
Carmel! office, Jorgenson Build- 
ing, as registered representative. 
In the “Chronicle” of Oct. 14 it 
was reported that Mr. Kurz was 
with the firm in San Francisco. 
He was formerly with Dean Wit- 
ter & Co. in Fresno. 


With Betts, 


(Spex 


Borland Co. 


to THE FINnaNcIiAL CHRONIC 

CHICAGO, Ill.—Potter H. Car- 
roll has become associated with 
Betts, Borland & Co., 111 South 
La Salle Street, members of the 
New York and Midwest Stock 
Exchanges. In the past he was 


with Farwell, Chapman & Co. 


~ 


~ 
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NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 


AND BANKERS 





The National City Bank of New 
York is distributing a compli- 
mentary edition containing the 
official text of the U. S. Govern- 
ments Information Booklet “Your 
Social Security, Old-Age and Sur- 
vivors Insurance Under the Social 
Security Law” reprinted by the 
bank with permission of the U. S. 
Department of Health, Education 
and Welfare. It is titled “Your 
New Social Security—What It Is 
and What to Do About It.” This 
is the first public distribution of 
this information in New York 
City. Copies of the booklet may 
be obtained by application in per- 
son at any branch of The National 
City Bank of New York. 

The Guaranty Trust Company 
of New York on Nov. 5 announced 
the appointments of Howard B. 
Edel and Arthur W. Rossiter, Jr., 
as Assistant Trust Officers and 
Harry Rode as an _ Assistant 
Comptroller. 


“ 2 
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Edwin H. Wippermann, an 
Assistant Secretary of Manufac- 
turers Trust Company of New 
Yerk, recently completed 50 years 
of continuous service with the 
company and one of its prede- 
cessor institutions. Mr. Wipper- 
mann was 15 years old when he 
entered the employ of the State 
Bank and Trust Company on Oct. 
4, 1904. as an office boy. After 
several successive promotions, 
Mr. Wippermann was appointed 
Manager of the Coney Island of- 
fice in 1927. Two years later 
(1929) the State Bank and Trust 
Company merged with Manufac- 


turers Trust Company. In 1930 
he was appointed an Assistant 
Secretary and in 1932 was as- 


signed as Officer-in-Charge of the 
East New York office. Since 1947 
Mr. Wippermann has been as- 
signed to the 774 Broadway office 
(Brooklyn). 

On the evening of Nov. 4 the 
Twenty-Five Year Club of the 
Manutacturers Trust Company of 
New York held its 15th Anniver- 
sary Dinner at The Waldorf-As- 
toria Hotel. One hundred nine- 
teen new members were wel- 
comed by Horace C. Flanigan, 
President of the Trust Company. 
Matthew McKenney, President of 
the Club, presided. Total mem- 
bership now stands at 797. The 
following officers were elected 
for the ensuing year: Russell Eb- 
erhardt, President; Henry C. V. 
Cann. Vice-President, and Ed- 
mund Leone, Treasurer. Percy 
A. Goodell is Permanent Secre- 
tary. 


The New York State Banking 
Department has announced its 
approval of the certificate of in- 
crease of the capital stock of the 
Federation Bank & Trust Com- 
pany of New York, from $2,000.- 
000, consisting of 200.000 shares of 
common stock, par $10 per share, 
to $2.91).000, consisting of 290,000 
shares of common stock, par $10 
per share. An item regarding the 
plans of the bank to increase its 
capital appeared in our issue of 
Oct. 21. page 1601. 


As of Oct. 26, the Central Na- 
tional Bank of Yonkers, N. Y., 
increased its capital from $600,000 
to $638,000 by a stock dividend 
of $30.000. Several circulars in- 


cident to the approval by the 
bank’s stockholders of the pro- 
posed changes in the capital 


structure have been issued by the 
bank—one of which (dated Oct. 
22) says in part: 


“Since 1940, the deporits ef your bank 
have almost quadrupled. rising from $%.- 
500,000 to $25,700,000 ‘on Sept. 30 of 
thi tar Our loans during the same 
period Pave increased by 40)’. rising 


from $3,300,000 to over $14,000,000. The 
capital funds have increased in appro- 
priate relation by growing from $1,000,- 
000 to over $2,000,000.” 

Despite our heavy tax burden the in- 
crease in our capital funds has been 
accomplished through retained earnings 
with the exception of $200,000 resulting 
from subscriptions to new stock on a 
pro rata basis. During the same period 
cash dividends have been paid of ap- 
proximately $500,000. 


It is noted that a 14% stock 
dividend was declared in 1949, a 
25% stock dividend in 1953 and 
now a 5% stock dividend in 1954. 
The aggregate stock dividends 
alone have reduced the cost per 
share to original organizers of 
the bank by 30%. 

In a circular to the stockholders 
Oct. 26 the bank says in part: 


As authorized by the board of directors 
and the shareholders of the bank, we are 


enclosing: 

(1) Stock certificate, scrip certificate 
or both, representing the stock dividend 
(% share tor each one owned by you 
on Oct. 21, 1954). 


(2) Sub.cription warrants representing 
your right to subscribe to new shares of 
stock at $20 per share (% share for each 
one owned by you on Oct. 21, 1954). 

The par value of the stock of the bank 
has been reduced from $25 to $5. Five 
shares of the new stock will be delivered 
to you in exchange for each share of 
the old stock upon presentation and sur- 
render of the old stock at the Main oiiice 
of the bank, 38 South Broadway, Yonkers, 
New York. Your old stock may be brought 
or sent in for exchange at any time 
hereafter and should be sent or brought 
in immediately. 

The. total operation 
effect upon the net approximate book 
value per share. After the exchange ol 
five shares for one, each share will have 
a book value of $17.50, or one-fifth of 
the former value of $87.50. The net 
efiect of the stock dividend and the new 
shares sold will be to decrease the net 
approximate book value of each share 
by only 48 cents. In other words, if you 
exchange your stock one for five, receive 
your stock dividend, and exercise your 
right to subscribe to the new stock at 
$20 per share, your proportionate interest 


will have little 


in the capital of the bank will not be 
changed in the slightest. 
% % % 


A booklet detailing “One Hun- 
dred Years of Progress” has been 
issued by the Falls Village Sav- 
ings Bank of Falls Village, Conn. 
During the period of its operation 
from 1854 to 1954 the bank has 
been closely allied to The Iron 
Bank, now the National Iron 
Bank, which had its origin in 1847 
—the first bank instituted “in 
this northwestern corner of Con- 
neticut.” While this bank, says 
the booklet, filled the commercial 
needs of the various industries, 
it became apparent to another 
group of men that “with increas- 
ing prosperity of the _ region’ 
there was need for a savings bank 
and accordingly in answer to a 
petition by that group the Gen- 
eral Assembly granted a charter 
in May, 1854 to the Falls Village 
Savings Bank. 

The first incorporators’ meet- 
ing was held on Sept. 22, 1854, 
when John Adams was elected 
President and George W. Peet, 
Treasurer, together with other 
officers. At this first meeting of 
organization, it is added, Mr. 
Adams was appointed Chairman, 
with Mr. Peet holding the post 
of Secretary. The opening of the 
bank occurred on May 5, 1855 and 
on July 14 of the same year, the 
Treasurer's report showed depos- 
its of $2,532. At this time says 
the booklet all deposits were 


kept at the Iron Bank, with Roger | 
M. Pease serving as Treasurer of | 


both banks. Among the require- 
ments of the savings bank’s first 
charter it was stipulated that 
there were to be 10 directors and 
the bank could net accept deposits 
in excess of $400 in any one year 
from any one depositor. With all 


of and arrangements made by 
the .savings bank with the Iron 


With the growth of both banks 


dhe officials of the two -institu- 


tions on Jan. 15, 1869 discussed 
the possibilities of a new bank 
building, but it was not until 
Sept. 20, 1869 that. the Falls Vil- 
lage Bank decided to erect its 
own building. This building con- 
tinued in use until October, 1900, 
when it was burned down, and 
the savings bank again held its 
business in the quarters of the 
National Iron Bank unatil the 
present building of the savings 
bank was opened on July 1, 1902. 
The bank takes occasion to cite 
a few of the industries which 
were instrumental in the growth 
of the valley and states that the 
two natural resources vital to the 
growth of the region were iron 
and water power. 


While the passing of the iron 
industry of the Housatonic Valley 
and of the Barum Richardson 
Company had an untoward ef- 
fect on the community the de- 
cision that the valley be devel- 
oped as an ideal spot for summer 
homes for New York people 
gained support, and along with 
the opening of two plants north 
of Falls Village making agricul- 
tural lime and varied products, 
as well as the action of the U. S. 
Government starting a plant in 
Canaan at the inception of World 
War II to make magnesium, mak- 
ing work for hundreds of em- 
ployees, thereby increasing de- 
posits each year to the banks in 
the section, evidence of “prog- 
ress at work” was noted. 

“The record of the bank over 
the years” says the booklet “has 
proved the wisdom of its officers. 
From the very beginning the pro- 
tection of money entrusted to 
them has been their concern, and 
with wise investments the de- 
positors have been assured safety.” 

yy . @. = 


Stockholders of The Morris- 
town Trust Company of Morris- 
town, N. J.. approved at a spe- 
cial meeting on Nov. 4 a proposal 
to inerease the bank’s capital 
stock by $40,000 through payment 
of a stock dividend on Dec. 7 to 


stockholders of record Nov. 8. 
More than 80% of the trust com- 
pany’s 46,000 shares were voted 
in person or by proxy in favor 
of the proposal by the directors. 
This would increase the bank’s 


‘capital .stock account from $920,- 


000 to $960,000 by the transfer of. 
$40,000 from undivided profits to 


‘pay for the additional 2,000 shares 


of $20-par-value stock. Subject to 
the apprewal.ef. State mg au- 
thority, these shares would be 
paid to the bank's 68C  stock- 
holders as a stock dividend in the 
ratio of one share for each 23 
shares now held. 


George Munsick, the  bank’s 
President, said on Nov. 5 that 
each of the bank’s stockholders 
will be notified of the number 
of any full shares and the amount 
of any fraction=' ‘»‘ tt hich 
he will be emi: 
the proposed « 
ments are t 
trust compan 
sale of fractic Le 
brokerage cos' 
In a recent letter to stockhoiders, 
the bank’s directors expressed the 
hope that “circumstances. will 
permit similar action next year,” 
to increase capital stock to $1,- 
000,000. An earlier reference to 
the trust company’s present plans 
to increase the capital appeared 
in our issue of Oct. 21, page 1601. 


Kingsbury S. Nickerson, Presi- 
dent of The First National Bank 
of Jersey City, New Jersey, an- 
nounced the election of Herbert 
S. Croft as Vice-President and 
Trust Officer of the Bank, effec- 
tive Nov. 15. Mr. Croft returns to 
First National after an absence of 
five years, during which time he 
has been associated with the 
Alame National Bank of San An- 
tonio, Texas, as Vice-President 
and Trust Officer. He brings to 
his new post twenty-five years of 
experience in the trust field. 

Bis ese: 

The Pennsylvania Company .° 
Banking and Trusts of Philad~' 
phia, has set the record date 
rights to subscribe to its ne. 
shares as of the close of busin 


to in OCcr 


(1945) 


21 


Nov. 26, 1954, with settlement 
Dec. 23, 1954. Rights will be of- 
fered to subscribe to one new 
share for each 14 held at. the rec- 
ord date. The price of the new 
stock will be determined. by the 
board of directors on Dec. 1, 1954. 
Plans to increase the number of 
the bank’s $10 par value shares 
of capital stock from 1,360,000 to 
1,500,000 shares, were referred to 
in these columns Nov. 4, page 
1847. 
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Formation of The Title Insur- 
ance Cerporation of Pennsylvania 
was announced at Bryn Mawr, 
Pa., on Nov. 4 by The Bryn Mawr 
Trust Company and Montgomery 
Norristown Bank and Trust Com- 
pany, of Norristown, Pa. A joint 
statement announced that the 
’ , of dire the vO 

egate 
{ the re- 
and transfer 
the company 


me ‘ 
ne ti Lit cu 


Cy oinpanie 
ich title busines 


be ne rorn T 


‘ 
S Ul 


' c¢ mence =) ess 
eariy in 1955 with offices in Bryn 
Mawr, Norristown, North Wales, 
Paoli, Ardmore, Chester and Up- 
per Darby. The company will 
be headed by Gordon M. Burlin- 
game, Vice-President and Title 
Officer of The Bryn Mawr Trust 
Company, as President. Names of 
directors and other officers will 
be announced later. The entire 
capital stock of The Title Insur- 
ance Corporation of Pennsylvania 
will be owned by The Bryn Mawr 
Trust Company and Montgomery 
Norristown Bank and Trust Com- 
pany. The plan as announced is 
subject to the approval of the var- 
ious supervisory authorities. 

* us te 
The board of directors of Colo- 
nial Trust Co. of Wilmintgon, 
Del., elected Nelson M. McKer- 
nan President of the institution to 
se@ RP Abbott Sinskey. The 


Lé 
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COLUMBUS AND SOUTHERN OHIO ELECTRIC COMPANY 
RESULTS OF OPERATIONS 


Operating Revenues 
Electric 
Heat 


Total _- 


Operating Expenses 


Fuel used in electric production 


Other operation - 
Maintenance 


Provisions for depreciation and amortization 


General taxes - ae a 
Federal taxes on income- 


Total - 
Operating income 

Other Income 
less expenses ‘ 


of subsidiary -- 
Other 


Total -. 


Gross income_-_- 


Net income 





* Denotes red figure. 


Increase* or reduction of reserve for deficit 


Interest und Other Income Deductions 


| Preferred Dividends- ---- ee 


Earnings on common shares. 


' . = - . _ Io . 
the preparatory work taken care | Common Shares Outstanding at End of Period 


Barnrings per common share - 


For the three months 
ended September 30 


For the twelve months 
ended September 30 

















Rentals and interest income from subsidiary, 























1954 1953 1954 1953 
dina ______ $8,613,604 $7,885,522 $33,572,175 $31,348,534 
CP PLE AS te 199 359 29,223 27,574 
OMAS $8,613,803 $7,885,881 $33,601,398 $31,376,108 

$1,340,182 $1,360,383 $ 5,408,340 $ 5.272.152 
1,843,413 1,688,947 7,593,772 6,568,470 

851,964 548,354 2,686,502 2.077,851 

966,715 861,715 3,613,859 3,313,244 
Paet eae 659,859 585,225 2,509,202 2.243.294 

1,146,000 1,179,000 4,838,000 4,991,000 
$6,808,133 $6,223,524 $26,649.675 $24,466,011 

_ $1,805,670 $1,662,257 $ 6,951,723 $ 6,910,097 

$ 34,311 $ 32,069 $ 128,488 $ 132,709 

*13,919 *30,304 123,353 *63.285 
; #5917 5,719 115,365 39,948 
ma $ 14475 §$ 7,484 $ 367,206 $ 109,372 
$1,820,145 $1,669,741 $ 7,318,929 $ 7.019,469 

: 538,803 : 399,336 1,949,634 1,608,756 
$1,281,342 $1,270,405 $ 5.369.295 $ 5,410,703 

? 215,764 215,763 859,824 859,824 
$1,065,578 $1,054,642 $ 4.509.471 $ 4,550,879 
2,401,360 2,001,360 2.401 360 v.00. 360 

vas $0.44 $0.53 $1.88 $2.27 


Bank. for quarters in the latter’s | ji. js at interim statement. The Company's fiscal year ends December 31, at which time its: financial 
building, the savings bank’s open- | 4.tements are examined by imdependent public accountants: 


ing, accordingly took place, 
noted above, on May 5, 1855. 


as 
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Financing of Mergers 
And Acquisitions 


trates the technique involved 


OT ee 


i am sure that most of us, 
through reading the financial 
pages of the daily newspapers, 


are conscious of tne rapid increase 
in the number 


of mergers 
and acquisi- 
tions in the 


industrial 
field in recent 
months. 

These merg- 
ers and ac- 
quisitions fol- 
low several 
patterns. 
Many mergers 
are being ef- 
fected to 
achieve great- 





Walter S. Seidman er diversifica- 

tion. Manage- 
ment is anxious to achieve 
ynore rapid growth and greater 


stability of volume by manufac- 


turing and selling new products. 
An many cases, such diversifica- 
440n can be accomplished at lower 


<ost and with less risk by buying 
mut an established producer in the 
field than by building new 
plants to produce the new line of 
»roducts. The purchase by Murray 
“orp., an automobile body manu- 
Tacturer, of Eljer, a producer of 
plumbing fixtures, is a_ typical 
example. Another example is the 
merger being discussed between 
Bethlehem Steel and Youngstown 


Sheet & Tube Company. Numer- 
yus other -nergers are being ef- 
fected by marginal units in the 
same industry for the primary 


purpose of achieving economies 


sm. OVerheed, production and sales. 
fhe Kaiser-Willys deal, the Nash- 
Fiucson and Stucebaker-Packard 
ynergers illustrate this type. 

You, as enterprising finance 
men, after :eading and hearing 
thout all this activity in the pur- 
«hase, sale and merger of busi- 
nesses, must have thought: Are we 


missing the boat? 
ices of a « 
} 


Could the serv- 
ial finance com- 
in such transac- 
The answe that they 
can, and have. Of course, not in 
ihe examples to which I have re- 
ferred, since they are in the “big 
Jeague” involving exchanges of 
iisted stocks, term loans, etc. 
However, there is plenty of simi- 
jar but less publicized activity in 
the “Class A minors” and that is 
our territors 


ny ere 


yany be utilized 


Lions” is 


A Well-Defined Pattern Essential 

A deal, in order to lend 
to the type of financing which 
we, as commercial finance com- 
panies may verform with propri- 
ety, must fall within a pretty 
well-defined pattern. It must in- 
wolve the acquisition of a busi- 
mess by the purchase of sub- 
stantially all the capital stock of 
the corporation owning the same, 
or by the purchase of the assets 
md the assumption of the liabili- 
ites of the corporation. The busi- 
ness being must show 
#* good record of earnings over a 
jseriod of years: the balance sheet 
must present an extremely liquid 


itself 


purchased 





picture, and the purchase price 
should not be more than a sum 
approximately equivalent to the 
pret quick assets. No doubt. some 
Mf you are thinking: “Why should 
anybody owning a business meet- 
amg the requiiements you have 

"An address by Mr. Seidman at the 
‘Yenth Annual Convention of the Com- 


seercial Finance 


Iniustry, New York City, 
Qctober 10, 


1954. 


By WALTER 8S. SEIDMAN* 


‘Vice-President, National Commercial Finance Conference, Inc. 
Pariner, Jones & Co., New York, N. Y. 


In calling attention to the rapid increase in industrial mergers 
and acquisitions, Mr. Seidman finds the services of commercial 
finance company can and are being utilized in such transac- 
tions. Outlines pattern merger deals should take and illus- 


in financing. Points out tax 


angles involved. 


want sell at such 
price? The answer 
dev.|"—taxes. We will 
find that in most instances we 
will be dealing with a closely- 
held corporation with no ready 
market for its stock. The owners 
are getting on in years and are 
starting to plan their estates. 
Ownership of stock in a closed 
corporation always presents vex- 
atious and sometimes financially 
disastrous estate tax problems. 
In fixing the value of the stock 
of a closed corporation for estate 
tax purposes, the taxing authori- 
ties are not bound by the balance 
sheet but may evaluate the stock 
on the basis of the earnings of 
the corporation over a_ period 
of vears. This may result in 
such a high estate tax that the 
estate mignt be stripped of all its 
liquid assets with the consequent 
hardship to the beneficiaries. Fur- 
thermore, the stockholders’ equity 
in the business usually represents 
the major portion of their worldly 
possessions. A sale, in addition to 
mitigating the estate tax problem, 
permits such stockholders to con- 
vert their holdings into casn on 
a capital gains basis and thus 
gives them the opportunity to di- 
versiiy their investments. 


There are many other tax 
angles involved in such sales such 
as the problem arising under the 
old Section 102 of the Internal 
Reveune Code, and now covered 
by Sections 531 to 537 relating to 
the unreasonable accumulation of 
surplus. However, I am not a tax 
expert. What little knowledge I 
have on the subject has been ob- 
tained by having been exposed to 
the discussions of tax counsel in 
the course of working out several 


outlined 
bargain 
that “old 


a 


to 
: iS 


deals. 1 can merely point out 
some of the highlights and sug- 
gest that you reserve any ques- 


tions you may have on this topic 
for our expert, Mr. Janin, 
who will appear on our panel 
tomorrow. He is eminently better 
qualified to answer them than I 
am. 


45 
\aaA 


An Illustration of the Technique 
Involved 


I believe that I can best illus- 
trate the technique involved in 
tinancing the acquisition of a 


business by discussing a concrete 
transaction. I have therefore put 
into your hands the balance sheet 
of X corporation which Y corpo- 
ration is negotiating to purchase 
for $1,150,000. Y corporation is 
prepared to invest $300,000 and 
we are called upon to finance 
the balance of the purchase 
price. First, I want to assure you 
that the balance sheet of X cor- 
poration is not a figment of my 
imagination. It a_ simplified 


is 


and condensed version of the 
actual balance sheet of a corpo- 
ration involved in a transaction 
which my company financed 
fairly recently 

The purchase of the business 
of X corporation can be effected 


in one of two ways. The first 
is by the purchase of the capital 
stock of X corporation and the 
second by the purchase of its 
assets and the assumption of its 
l‘abilities. The first method has 
the advantage Of simplicity as 
between the buyer and the seller 
since all that is involved is the 
transfer of stock: while in the 


is 


sale of assets and the assumption 
prob- 


of liabilities, there is the 
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lem of conveyance of real estate, 
machinery and equipment, the 
transfer of contracts, novation ol 
debts, and compliance with the 
Bulk Sales Law, etc. My tax ex- 
pert friends tell me that in most 
cases an asset deal has distinct 
tax advantages. Likewise, the fi- 
nancing of such a transaction is 
less complex than a stock pur- 
chase as shall become apparent 
in my later discussion. 

Actually, in the X corporation 
deal, the sale was conciuded on 
the basis of Y corporation ac- 
quiring all of its capital stock 
and here is the way the financing 
was handled. Y corporation had 
$300,000 in cash and no other 
assets or liabilities. Therefore, it 
had to borrow $850,000 in order 
to acquire the capital stock of X 
corporation from its stockholders, 
at a total purchase price of $1,- 
150,000. We found, upon investi- 
gation, that X corporation had 
operated very profitably over a 
period years; that it had a sub- 
stantial backlog of orders; that 
key personnel were beinz re- 
tained and the prospect of con- 
tinued substantial earnings was 
bright. There was no question 
but that the purchase was an ad- 
vantageous one. The problem 
was: If we advanced the neces- 
sary $850,000 to Y corporation, 
how could we be secured and 
how were we going to be repaid? 
It was obvious that if the cash 
and other liquid assets of X cor- 
poration became available to Y 
for that purpose, it could be ac- 
complished, but certainly, in no 
event could such assets become 
available until Y corporation 
completed the purchase of the 
capital stock of X. To bridge 
that gap, it was first necessary to 
advance $850,000 for what is com- 
monly known as “turn-around” 
money. This initial advance was 
made simultaneously with the 
acquisition of the stock of X by 
Y and was evidenced by a de- 
mand collateral note executed by 
Y under which the _ collateral 
stock of X and Y was pledged as 
security. As an additional safe- 
guard, we obtained the res‘gna- 
tions of the officers and directors 
of X and Y. 

As soon as Y obtained control 
of X, it changed the corporate 
name of X to Z and changed its 
name from Y to X. Then Z was 
merged into Y now known as X 
so that a corporation by the name 
of X became the surviving cor- 
poration and thus, the continuity 
of the identity of the business in 
its relationship with its customers 
and suppliers was maintained. As 
soon as the merger was effected, 
the assets of the former X cor- 
poration became the assets of the 
new corporation. Then the new 
X corporation borrowed $637,500 
from us upon the security of ac- 
counts receivable in the amount 
of $750,000. This resulted in the 
new X corporation having total 
cash of $987,500 out of which it 
repaid us our turn-around ad- 
vance of $850,000 leaving a bank 
balance of $137,500. That sum, we 
had previously determined by an 
analysis of the cash 


flow, was 
sufficient, together with con- 
tinued receivable financing, to 


permit X to continue to operate 
efficiently and. to meet all its 
obligations as they matured. 

Instead of merging X into Y, Y 
could have continued the corpo- 
rate existence of X, caused X to 
finance its accounts receivable 
and then borrowed from X, its 
wholly-owned subsidiary, the 
funds necessary to repay the turn- 
around money. 


Whether the device of a merger 


or a loan is employed depends 
on which device is the most ad- 
vantageous from a tax point of 


view under the particular circum- 
stances of each case. There is al- 
ways the danger that inter-cor- 
porate loans of that 'Hature may 
be treated as a dividend for tax 
purposes. However, even, such a 
result would not be too costly 
since the tax rate on inter-cor- 
porate dividends is fairly low. 


The Concerns of a Finance 
Company 

What must a finance company 
be concerned about in handling 
a transaction of this nature? 

(1) We must satisfy ourselves 
that X corporation will not be 
rendered insolvent as a result of 
the transaction so that the repay- 


ment to us of the turn-around 
money might, in a_ subsequent 
bankruptcy, be attacked as a 


preference. 

(2) To be doubly safe against 
any possible future attack, we 
should be satisfied that the trans- 
action does not result in an im- 
pairment of the capital of X cor- 
poration. The laws reiating to 
that subject are not uniform and 
the statutes of the particular state 
involved must be _ studied. In 
some states, any distribution in 
excess of the earned surplus is 
regarded as an impairment of 
capital and, therefore, surplus 
created by a re-evaluation of as- 
sets must be disregarded. In other 
states, the fair value of asset test 
is applied which permits consid- 
eration of both earned and re- 
appraisal surplus in determining 


whether there has been an im- 
pairment of capital. Incidentally, 
in this respect, the law of the 


State of New York is more liberal 
than the laws of Delaware since 
New York recognizes the fair 
value test. Do not draw the con- 
clusion from my remarks that .. 
the amount of the required turn- 
around money exceeds the sur- 
plus, the deal must necessarily be 
vetoed. Even though the trans- 
action results in a slight impair- 
ment of capital, you may pru- 
dently accept the calculated risk 
involved if you are convinced, 
from all the facts, that the pos- 
sibility of insolvency occurring 
while any existing creditors of X 
remain unpaid, is extremely re- 
mote. 

Now, let us examine the same 
transaction if the other pattern 
is followed, namely, the purchase 
of the assets of X corporation 
and the assumption of its liabili- 
ties by Y. In that case, at the 
time of closing, X corporation 
would have approximately $350,- 
060 in its bank account. This 
amount would be retained by X 
and credited against the purchase 
price, leaving a balance due of 
$800,000. Since Y has $300,000 
of its own funds, it would need 
an additional $500,000 to pay the 
balance of the purchase price 
plus the necessity of obtaining op- 
erating funds. In such a case, 
providing the necessary funds 
does not present a finance com- 
pany with any problems other 
than those usually involved in 
the financing of accounts receiv- 
able. The finance company mere- 
ly advances the required funds 
directly to Y upon the security of 
the accounts receivable being ac- 
quired simultaneously by Y from 
X. The continuity of the opera- 
tion is maintained by X charging 
its corporate name to Z and Y 
changing its name to X so that as 
far as account debtors are con- 
cerned, they are still dealing with 
the same entity. 


Tax Angles 
I mentioned previously that 
there were many tax anles in- 
volved in accuisitions and merg- 
ers. I will now highlight a few. 
Prior to the recent amendment 
to the Internal Revenue Code, a 


profit corporation could not 
acquire a loss corporation and 
make use of the loss carry for- 


ward to offset its profits, unless 
it could show .a sound reason for 
the acquisition other than a tax 
saving. However, te same pro- 
hibition did not apply to the ac- 
quisition of a profit corporation 
by a loss corporation. Thus, in 
many cases, the corporation which 
I have referred to as Y in the 
example discussed, was a corpo- 
ration having a sutstantial loss 
carry forward and which had 
been acquired by the persons in- 
terested in purchasing X corpo- 
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ration solely as a vehicle for ef- 
fecting the transaction. Thus, 
when X corporation was merged 
into Y, Y became the surviving 
corporation and its loss carry for- 
ward could be offset azainst prof- 


its earned after the date of the 
merger. That was the device 
actually used in the example I 


submitied to you, and it was only 
througa the use of a loss vehicle 
that the purchasers could meet 
the tax obligations of X out of 
fulure earnings. However, under 
Section 382 of the new Internal 
Revenue Code, the use of a loss 
corporation as a vehicle has been 
greatly restricted. Under the pres- 
ent law, if 50% or more of a cor- 
peration’s stock changes owner- 
ship during a two-year period as 
the result of a purchase or re- 
demption of stock, and the corpo- 
ration changes iis trade or 
business, any net operating loss 
carry overs are entirely elim- 
inated. 

The new Internal Revenue Code 
also contains other provisions 
which may have a vital bearing 


upon the form the transaction 
takes. For example, it provides 
that if a corporation purchases 


the capital stock of another cor- 
poration primarily for the purpose 
of acquiring its assets, tnen the 
purchase price of the stock will 
be pro rated among all the assets 
acquired with the exception of 
cash or its equivalent, in accora- 
ance with the fair value of such 
assets, and the cost basis of the 
assets adjusted accordingly. 
Therefore, if Y acquires the stock 
of X and then merges X into Y, 
the tax result will be the same as 
if Y purchased the asseis of X. 

In order to understand the 
practical implications of this law, 
let us again examine the balance 
sheet you have in your hands. The 
purchase price of the stock is 
$1,150,000. The liabilities are $1,- 


150,000. Therefore Y is, in effect, 
paying $2,300,000 for the assets 


of X, having a book value of $2,- 
800,090. Cash, or its equivalent, 
amounts to $350,000 leaving $1,- 
950,000 to be allocated among the 
other assets. The Internal Rev- 
enue Department will not permit 
Y to claim that it paid $1 for the 
fixed assets, $750,000 for the ac- 


counts receivable and $1,199,999 
for the inventory. The cost of 
$1,950,000 will be pro-rated 


among the accounts receivable, 
inventory and fixed assets in the 
ratio of the fair value of each of 
the other. The consequence is 
that the cost basis of the accounts 
receivable and inventory will be 
reduced below the cost appearing 
on the balance sheet. Therefore, 
tne liquidation of the accounts 
receivab.e and inventory will re- 
sult in additional taxable income 
to Y. Y can, to some extent, con- 
trol the realizat'on of inventory 
profit by the adoption of the Lifo 
method. However, there is no 
way of postponing the profit on 
the accounts receivable since they 
will be paid in the ordinary 
course. However, this undesirable 
tax result can be avoided by the 
proper utilization of the services 
of a commercial finance company 
or factor prior to the closing. 

If X sells its accounts 
able to a commercial finance 
company prior to the transfer of 
its assets to Y, then the adjust- 
ment of cost basis will be limited 
to inventory and fixed assets. As 
I previously stated, the inventory 
profit may be controlled by the 
adoption of the Lifo method and 
the further re-uction of the cost 


receiv- 


bas:s of the fixed assets is none 
too serious since, under ordi- 
nary circumstances, it would 


merely affect the deduction for 
depreciation as these assets will 
not be sold. 

The most advantageous aspect 
of an asset deal from a tax point 
of view can be best demonstrated 
hy referring to the balance sheet 
before you. Suppose Y agreed to 
buy the assets of X for the same 
$1,150.C00 and a lo assume 
all liabilities except the liability 


c-e0 
> ~-U 
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for taxes. Y would then be pay- 
ing A $1,150,00) plus assuming 
liabilities of >400,0U0 or a totai 
$1,550,L00 tor assets having a book 
value of $2,800,000. X will have 
SuStain€u a ivss Of 91,20U,,uJ 
which can be apjlied agains: its 
previous earnings and tue tax L.a- 
bility substantially reduced or 
eliminated if the sae is not pa-t 
of a pian for the complece liquiua- 
tion of X corporation. 


I realize that by reason of the 
limitation of time, my aiscussion 
of the topic has been necessarily 
sketchy. However, i hope that I 
have given you some idea of fun- 
dameniail p.invipies and the bas.c 
technigue involved and tne op- 
portuniiies which exist for t.ie 
use oi Our services in the f.inan- 
cing of acquis.tions and mergers. 


ow” 
« 


Corporation 


ASSETS 
Current Assets 


Casu on - $350,000 
Accis. reccivable 754,030 
ln. envories = 1,200,000 
Tot. Cur. Ast. 2,300,000 
Fixed aisct _ 1,203.0 0 
Res. for aep. 144,00 500,009 
Total assets $2,800,000 
LIABILITIES 
Current Liabilities 
Acc... ,»ay, and 
accruals 40°,090 
Fed. inc. tax 7av,v0) 
Tot. Cur. Liab. 1,150,090 
Capi.e: cotoc. & Surplus 
C. pital stuck 325,009 
Earned Surplus 1.260,.0) 1,659,070 
Totrl Liabi'i. 
aud Surypius $2,890,090 
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Missouri-Kansas- Texas 


It was announced late last week 
that the directors of Missouri- 
Kansas-Texas had worked cut the 
details of a pian of recapitaliza- 
tion designed to take care of the 
large dividend arrears on the 
present 7% preferred stock. The 
proposed allocation of securities 
to the old stocks is identical to 
that suggested by committees rep- 
resenting the preferred and com- 
mon in their plan outline released 
about two months ago. The re- 
finements added by the manage- 
ment are designed to provide for 
the future capital needs of the 
property and for a sinking fund 
aimed at the systematic reduction 
in the amount of new Income 
bonds to be issued under the plan. 

Each share of old preferred, to- 
gether with back dividends, would 
receive $140 in a new 5% Income 


Mortgage bond which would pro-- 


tect its present 7% preferential 
incore status. In addition, the 
old preferred would receive one 
share of $60 par value Class “A” 
stock. The old common stock 
would receive share for share in 
new $10 par value common. On 
any dividend distribution the “A” 
stock, as a class, would receive 
75% of the dollar amount and the 
common would receive 25%. How- 
ever, there would be a limitation 
of $3 a share on the Class “A” 
dividends and no limitation on 
common stock distributions. 
White no capital fund is set up 
as such, the management proposes 
that in arriving at income avail- 
able for payment of interest on 
the Income bonds there would 
first be deducted from reported 
net income an amount equal to 
the larger of 2'+% of gross rev- 
enues or $2 million. This, it is 
estimated. would take care of the 
future normal anrual provnerty 
needs. Icterest would be manda- 


torily payable only to the extent 
There 
would also be a sinking fund for 
renking 
ahead of the civicends, amounting 
A'so, 
there wou!d be a sinking fund for 
arn ountin? to 
ircome remaining a ter 
the 
new bends3. 
amcunt 
divi- 
dends paid would Fave to be -lio- 
sinking 


of this “avairab'e” income. 


the new Ircome bones, 


to 1% of cross reveru?s. 


the Class 
9% of ary 


“A” stock, 
5 
providing for interest and 
sinking find on the 
Finally, at the c:‘set an 
equivalent to 2°% of env 
cated to en additional 
fund for the bons. 

The p'a 
of $93 380,560 of 
bonds, thus just 
the present debt 
ments. 


rew 


1 would involve issuan’e 
Income 
about coubling 
irc uting equip- 
There would also be out- 
standing 667 005 shares of the new 


Federal income taxes of $12,184,- 
000. Allowing for the fact that 
the new contingent interest would 
be deductible before Federal in- 
come taxes while present pre- 
ferred dividend requirements are 
not, and then applying the same 
tax rate to the balance as the road 
accrued in 1952 (38%), there 
would have been reported income 
of $9,328,000 before providing for 
the capital needs of the property 
or for the new interest. 

On that basis, and deducting the 
214% of gross revenues, there 
would have been an_ indicated 
$7,200,000 available for the new 
Income bond interest, or just 
about 1.5 times the annual re- 
quirement of $4,669,000. The sink- 
ing fund for the bonds would have 
come to $851,000 and for the Class 
“A” stock it wduld have amounted 
to $126,000. Allowing for these 
requirements there would have 
been net income of $1,554.000 for 
the stocks. Howéver, as 25% of 
any dividends paid would have 
to be matched by a final sinking 
fund there would have been only 
$1,133,000 actually available for 
distribution on the stocks. This 
would work out to $1.27 a share on 
the Class “A” and $0.35 a share 
on the common. On the basis of 
most recent earnings, with re- 
ported net of $4.321,000 for the 12 
months tkreuvwh August, only 
2bout half of the Income bond in- 
terest wovld heve been erred 
after al'owing for the $2 million 
for cepiial needs. 


Stah] Spec. Repr. of 
Govi. Develop. Bank 


John A. Stahl, former Vice- 
President of Pankers Trust Com- 
pony, New York, has become as- 
sociated with the Government 
Development 
Bank for 
Puerto Rico in 
its New York 
Information 
Office, 37 Wall 
St., as special 
represenrta- 
tive, Guiller- 
ro Rodriguez, 
President of 
the Bank an- 
nounced. Mr. 
Stahi, during 
Fis 27 years’ 
association 
with Bankers 





John A. S.ahl 


Trus Co. was 
ini ‘the foreign department in 
charge of the Latin American 


I‘ivision 2nd a‘so assisted in han- 
ding their German and £panish 
business. 


C. J. Galli Opens 


Class “A” stock and 808.972 stares 
of common. Based on the earnin?; 
history of the proverties this 
wou'd revresent quite a heavy 


capitalization for Katy. In its best 
com- 
pany reported net income before 


post war (1952) the 


Vv°ar 





HOUSTON, Tex. Cesare J. 
Galli, Jr. is engaging in a securi- 
ties business from offices at 4500 
Telephone Road. 
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By JOHN T. CHIPPENDALE, JR. 





It seems as though the money market is going to continue to 
play “tne waiung game,’ whicn probably mcans that not very 
much of importance is going to happen there until the terms of 
the December refunding are made available by the Treasury. The 
late year operation has been overhanging the government market 
for quite a while now, because operators in Treasury securities 
have given it a whole lot of consideration for such a long time. 
The only way this factor will be taken out of the picture is when 
the announcement is made, probably within the next two weeks. 

The Central Banks bought some Treasury bills last week to 
ease up a money market which was tightening up. There will 
have to be more of this or other easing operations in order to 
prepare the market for Dec. 15 operation. Guesses as to what 
migat be contained in the year-end refunding package are still 
rather varied, but it seems as though a three-way ofter has the 
most supporters at this time. A short-term, an intermediate and 
a bond, is what some are looking for. 


Investors on Sidelines 


The so-called in-between period still continues in the gov- 
ernment bond market because investors, traders and dealers are 
waiting for the refunding terms. The big refunding operation, 
which involves the Dec. 15 maturities, seems to have taken quite 
a hold on the money markets, and as a result most money market 
operators have tended to stay pretty close to the sidelines. To be 
sure, there are the usual guesses as to what will happen in the 
year-end refunding, but it appears as though not too much is 
going to be done by investors until the terms of the impending 
operation have been made public. 


Conflicting Views on Market Needs 


That only part of the refunding will most likely involve 
short-term securities or intermediate term issues does not appear 
to be too much of a concern when the money market as a whole is 
considered. However, there is a feeling in some quarters that the 
money market does not have enough short-term securities to meet 
the needs which have come about because of the changed condi- 
tions. It is being pointed out by some that the purchases of short- 
term securities by private pension funds and corporations as well 
as the Central Banks does not leave enough of these issues at 
times for the commercial banks to meet their needs, especially 
where the purposes of liquidity are concerned. They would favor 
large amounts of short-term securities in the refunding operation. 


There are others who hold to the opinion that the inter- 
mediate-term area of the Government market is not without 
enough of these securities alreagy and that the coming refunding 
should not be made up of issues which would add to what they 
term a rather full supply. It is the opinion of this group that the 
so-called middle maturities could be given a rest as far as the 
impending refunding is concerned. 

There are also reports that some rather important switches 
are being made within the various intermediate-term maturities 
tnemselves, and between the middle maturities and the short- 
term ones and vice-versa. Some of this is attributed to tax opera- 
t ons. while part of it is due to the desire of certain large institu- 
tions to shorten maturities. 


What About a Long Issue? 


With the various groups in the financial district having their 
own ideas about what should or should not be done in the coming 
refunding as far as certain not too long maturities are concerned, 
what is there in the wind about a long-term bond being used in 
this affair? Again there appears to be mixed feeling when it 
comes to the idea of having a long-term Treasury issue in the 
year-end refunding. There are those, who have the maturing 2s 
and have had them for short-term liquidity purposes and do not 
want a long-term government bond as a replacement for them. 
Others that own the 2s do not appear to be interested either in a 
distant Treasury obligation, because they would prefer an inter- 
mediate term issue. 

There are, on the other hand, those that are interested in a 
long-term government bond provided the coupon rate is bigh 
enough to make it worthwhile. It seems as though long-term 
government bonds have lost a lot of their glamour as far as 
investors are concerned, since it was learned that government 
bonds can go down just as much as corporates and the ot 
Up to the present time, these investors have been doi) rathe: 
well by making purchases of non-government obligation : 
buvers that must put their funds only in government s 


would be definitely interested in a long-term Treasu i 


Peters, Writer Firmto Wm. 0. Gay Joins 
Be N.Y.S.E. Members 


DENVER, Colo.—A new corpo- 
ration will be formed in Denver 
to be known as The Peters, Writer 
& Christensen Corp., which will 
b2 a member of the New Yerk 
Stock Exchange. Gerald P. Peters, 
President of the firm, will hold 
the membership. Other officers 
will be O. J. Jorgenson, Executive 
Vice-President and Assistant Sec- 
retary; Harold D. Writer, Vice- 
eens Ti and Assistant Secretary With Reynolds & Co. 
and Emil W.,Christensen, Secre- (5 to THe Fas 
tary-Treasurer. All have been as- SAN FRANCISCO, Calif.—P. 
sociated for many years with Pe- 
ters, Writer & Christensen, Inc. 


liam O. Gay is 


with the firm. 


now 


pec 'a) wetat CHRONICLE) 


Co., 425 Montgomery Street. 


Rand Go. Staff 


Rard & Company, 1 Wall Street, 
New York City, specialists in gen- 
eral market municivals and rev- 
enue bonds, announced that Wil- 
associated 
Mr. Gay was for- 
merly a partner in Henry Herr- 
man & Co. and previous thereto 
he was with W. E. Hutton & Co. 


Palmer is now with Reynolds & 
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F. J. Bolion Elected 
By Muir Inv. Corp. 


, SAN ANTONIO, Tex. — Muir 


Investment Corporation, 101 North 
St. Mary’s Street, recently formed 
Texas 


investment banking firm, 
announces 
the election of 
Frederick J. 
Bolton as 
Vice-Presi- 
cent end Man-- 
ager of the 
Municipat 
Bond Depart- 
ment. 





Mr. Bolton 

brings to the 

firm over 2@ 

years experi- 

ence in his 

itunes ak sien particulae 
field. Prir 


connections included: Ryan, Sut 
erland & Co., Toledo; McDonal 
Moore & Company, Detroit; H. ° 
Sattley & Company, Inc., Detro 
Lentz, Newton & Company, S 
Antonio. 

The new firm will put spee + 
emphasis on the secondary ma 
ket in Texas municipals as we 
as various Turnpike and Te ' 
Bridge bonds. 

Mr. Bolton has appcintéed ty 
new municipal representatives 
the past week. They are Jam 
F. Beasley, Jr. with offices at 22 
West Holcombe Bovlevard, Hou: 
ton, Texas, and Robert E. Carlso 
with offices at 2501 Cedar Sprin 
Avenue, Dallas, Texas. 


Amolt, Baker & Go. 
Adds Greif to Siah 


Jacob Greif is now associat: 
with Amott, Baker & Co., Inc 
porated, 150 Broadway, New Yo! 
City. He was formerly with Hirs 
& Co. 


With Stifel, Nicolaus 


(Special to Tue Financial CHnonicLe) 
CHICAGO, Ill. — Samuel 
Bodman has become associat 


with Stifel, Nicolaus & Co., Inc, 


105 West Adams Street. He \ 
previously with Ames, Emerict 
Co., Inc. 


De Witt Conklin 


De Witt Conklin passed awa: 
the age of 63 after a long illn 
Mr. Conklin before his retiren 
was the founder and a partne 
De Witt Conklin Organizato 
stockholders relations special 
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Should British Corporate Profits 
Be ‘‘Ploughed Back’’? 


By PAUL EINZIG 


Dr. Einzig, commenting on the British Chancellor of the 
Exchequer’s urge to “plough back profits,” says there is a 
growing resistance to this pressure. Sees a strong case against 
excessive ploughing back of profits, both from an economic 
and social point of view, and concludes that but for the 
excessive application of ploughing back profits, British eco- 
nomic progress would have been much more pronounced. 


LONDON, Eng.—The Chancellor 
of the Exchequer, Mr. Butler, has 
lost recently much of his popu- 
larity in business circles as a re- 
sult of his re- 
cent speech in 
which he ex- 
horted indus- 
trial firms to 
plough back 
their surplus 
profits into 
their equip- 
ment instead 
of increasing 
their  divi- 
dends. The 
argument in- 
volved de- 
serves de- 
tailed exami- 
nation. This 
loctrine, that it is a social auty 
0 plough back the largest pos- 
ible proportion of profits, devel- 
yped during the '30’s as a result 
f the Keynesian theory, accord- 
ng to which expenditure on 
apital investment creates more 
mployment than _ expenditure 
m consumption. Owing to 
he prolonged depression and 
he chronic large-scale unem- 
loyment, ploughing back came to 
e regarded as one of the highest 
f civic virtues. This attitude still 
continues to prevail, even though 
onditions are now fundamentally 
cifferent. There is now no unem- 
jloyment in Britain. Any addi- 
wnal capiial expenditure simply 
imeans an increase of the exist- 
ag overfull employment, tending 
9 aecentuate the inflationary un- 
ertone. In spite of this, indus- 
rial firms are urged even now, 
ot only by Socialists but also by 
the Conservative Chancellor of the 
ixchequer, to refrain from in- 
reasing their dividends for the 
ake of being able to spend more 
ym the expansion of their plant. 

There is a growing resistance to 
his pressure, because boards of 
jirectors feel that the self-denial 
of voluntary dividend limitations 
has gone too far, and the long- 
suffering holders of equities are 
now really entitled to some divi- 
dend increases Yet very few 
businessmen who decide to raise 
their dividends and to disregard 
Mr. Butler’s exhortations are aware 
that, apart altogether from the 
immediate financial interests of 
¢neir shareholders, there is a 
strong case against excessive 
ploughing back also from a purely 
economic and social point of view. 

Paradoxical as it may seem, 
those “progressive” quarters who 
have been preaching the policy of 
indiscriminate ploughing back of 
profits are serving vested inter- 
ests, and their policy, if carried 
to its logical conclusions, tends to 
create monopolies. For it would 
mean that the existing firms would 
grow and grow as a result of the 
continuous reinvestment of their 
profits into their own enterprise, 
while newcomers would find it 
difficult to raise the capital they 
need. The class of investors that 
subscribes to issues of capital for 
new enterprise, or for existing 
firms wanting to expand with the 
aid of outside capital, consists of 
the existing holders of equities. 
If his class of investors is starved. 
as it is in Britain, as a result of 
high taxation and dividend lim- 
itations, there can be no adequate 
financial resources available 
such The 





Dr. Paul Einzig 


for 


purposes increasing 


profits, instead of being re-allo- 
cated among all bidders for cap- 
ital, is employed for financing a 
non-stop expansion of existing 
firms who have earned the profits. 

In a recently published book 
one of the leading British econ- 
omists, Professor Pigou, stated 
that excessive ploughing back en- 
tails social waste, because the 
money is not made available to 
those who can use it to the best 
advantage for the community but 
is retained by those who happened 
to have earned it. As Pigou is 
the father of modern Welfare Eco- 
nomics, even Socialists could not 
disregard his views. 

What he means is that in con- 
ditions prevailing in Britain to- 
lay, if new inventions are rejected 
by the existing firms, it is diffi- 
cult to find the necessary capital 
for financing their exploitation 
by newcomers, because under the 
system of dividend limitations a 
too large proportion of the profits 
is retained by the firms which 
have earned them. If an inven- 
tion is rejected, not because it is 
useless, but because the existing 
firms do not find it convenient to 
make the necessary adjustment of 
their plants or of their production 
programs, then, in conditions ex- 
isting in Britain today the chances 
are that the community will lose 
the benefit that would be derived 
from its exploitation. This is 
clearly detrimental to progress 
which largely depends on the con- 
tinuous inflow of new blood into 
industry. 

Lack of financial resources for 
newcomers is not the only handi- 
cap inventors and newcomers have 
to face as a result of the policy of 
excessive ploughing back of prof- 
its. Owing to overfull employ- 
ment, there is a shortage of man- 
power in Britain. If a too large 
proportion of profits is spent on 
the extension of plant by existing 
firms, this makes an additional 
demand on manpower. This means 
that, even if newcomers succeeded 
in raising the necessary capital, 
they have to bid for labor by of- 
fering higher wages. The result 
is that the cost of exvloiting new 
and untried inventions is higher, 
and so is the risk attached to their 
exploitation. This adds to the dif- 
ficulties of introducing new proc- 
esses, unless the existing firms 
happen to be willing to take them 
up. 

In many individual instences 
there is undoubtedly ample scove 
and justification for ploughing 
back any surplus profits. But the 
adoption of a general principle 
that this should be done by all 
firms would lead to unwanted re- 
sults. It would mean, in many 
instances, expenditure on _  ex- 
pansion which is rot so advan- 
tageous, either commercially or 
socially, as would be an alterna- 
tive use of the money for the fi- 
nancing of new enterprise. 

Unless the holders of equities 
receive high enough dividends 
they are not only unable to in- 
vest in new equities but also un- 
willing to do so. They have to 
carry the bulk of the burden of 
the risk attached to enterprise. 
As things are in present - day 
Britain, their reward for their 
willingness to tuke risks not 
sufficient to in- 


is 
induce them to 


crease their commitments even if 
they have funds available for in- 
in any 


vestment. But case tne 
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volume of funds available as risk- 
capital is inadequate. It is true, 
the volume of savings has in- 
creased during the last year or 
two. But it tekes mostly the form 
of small savings invested in sav- 
ings bank deposits or Government 
securities. The adventurous type 
of investor is kept on short ra- 
tion by high taxation and divi- 
dend limitations. In spite of this, 
admittedly, production continues 
to expand. But it seems reason- 
able to assume that, but for the 
excessive application of the policy 
of ploughing back profits, prog- 
ress would have been much more 
pronounced, and the existing lim- 
ited manpower would have been 
used to better advantage. 


Shreve Director 


Wickliffe Shreve has been 
elected a director of Hazel Bishop, 
Inc., a leading cosmetic firm, it 
has been announced. Mr, Shreve, 
a general 
partner in the 
invesitment 
firm of Hay- 
den Stone & 
Co., is a gov- 
ernor of the 
Association of 
Stock Ex- 
change Firms 
and a former 
governor of 
the Investment 
Bankers Asso- 
ciation. He is 
also a director 
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Wickliffe 


of Knott Ho- Shreve 
tels Corpora- 
tion, The Rowe Corp. and Air 


Express International Agency, Inc. 


Hemphill, Noyes Group 
Sell Penn Fruit Co. 
Pfd. & Com. Shares 


Hemphill, Noyes & Co. headed 
an underwriting group which of- 
fered for public sale on Nov. 9 
issues of common and preferred 
shares of Penn Fruit Co., Inc. The 
preferred issue consists of 100,000 
shares of new 4.68% cumulative 
convertible preferred stock, $50 
par value, priced at $52.25 per 
share. The common stock, being 
sold by a group of selling stock- 
holders, consists of 100,000 shares 
of $5 par value being offered at 
a price of $31.50 per share. Both 
cfferings were oversubscribed. 

Proceeds from the sale of the 
preferred stock will be added to 
Penn Fruit’s general funds to be 
used for the company’s expansion 
program. Of seven new super- 
markets now under construction 
three will be opened during the 
last three months of this year and 
four during the first six months 
of 1955. Nine additional super- 
markets are being planned for 
opening during the last half of 
1955. 

The new preferred is converti- 
ble into common stock, at the ra- 
tio of 1.55 shares of common for 
each share of preferred until Nov. 
1, 1958, 1.35 of common for each 
preferred until Nov. 1, 1961, and 
1.25 of common for each preferred 
until Nov. 1, 1964. 

Redemption prices of the pre- 
ferred stock range from $54.50 to 
Nov. 1, 1958 to $52.25 after Oct. 
31, 1964. 

Penn Fruit operates a chain of 
29 self-service food supermarkets 
in Philadelphia and its suburbs. 
The company believes it is the 
second largest food chain in sales 
volume in the Philadelphia area 

For the fiscal year ended Au- 
gust, 1945 the company’s 11 super- 
markets had net sales of $17,912.- 
291 and net income of $89,935. For 
the fiscal year ended Aug. 28, 
1954, 29 supermarkets showed net 
sales of $93,727,534 and net in- 
come of $1,545,314. 
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The Security I Like Best 


fact that the stock ended every 
year of the past 10 (except 1949) 
at a higher market price than 
it had the year before, give the 
company the character of a sleep- 
ing blue chip. 

Ruberoid’s habit of unheralded 
growth probably stems from the 
pattern of its development and to 
the fact that its management has 
been as stable as its performance. 
The dramatic phases of the com- 
pany’s history took place at 
widely separated intervals and 
in between major moves Ruberoid 
traveled along paths mapped out 
long ago. 

It was established in 1886 as 
the Standard Paint Co. to turn 
out a line of asphalt paints, lac- 
quers and insulating tape. Its 
first factory was in a converted 
sawmill in South Bound Brook, 
N. J. The company’s direction of 
development, however, was really 
determined in 1892 when the 
plant began to produce the coun- 
try’s first rolls of ready-to-lay 
asphalt roofing. Because the 
product was black, tough and re- 
silient, the management called it 
Ruberoid. Its acceptance was im- 
mediate, and roll roofing was soon 
being shipped all over the coun- 
try, later all over the world. To 
exploit foreign markets, plants 
were gradually acquired in Can- 
ada, England, France, Germany 
and even in Russia. 

As paint products became rela- 
tively less important, roofing was 
the tail that wagged the dog, and 
in recognition of this fact, the 
corporation was renamed The 
Ruberoid Co. in 1921. 


Without recourse to outside fi- 
nancing, Ruberoid acquired three 
related companies in the 1920s, 
five in the 1930s, and four since 
World War II. All were added 
with cash or by issuing additional 
capital shares. Because of wars 
and currency’ restrictions, all 
overseas holdings were sold, the 
last one—the one in England—in 
1952. 


The corporation’s only major 
departure from the asphalt field 
up until this year was in 1930, 
when Eternit, Inc., a pioneer in 
the introduction of asbestos-ce- 
ment building materials, was pur- 
chased. To protect raw material 
supplies, an asbestos mine in Ver- 
mont, and the world’s largest 
roofing felt mill at Gloucester 
City, N. J., were acquired in 1936. 
By last summer, Ruberoid was 
operating the mine, 13 asphalt 
roofing mills, seven roofing felt 
mills and four asbestos-cement 
plants at 17 locations east of the 
Rockies. Last year’s sales were 
nearly $75 million, almost three 
times what they had been in 1944. 
Earnings were up too. On an ad- 
justed basis, net per share in 1953 
was $3.34 compared with 68 cents 
10 years earlier. 

The only part of the country 
into which Ruberoid cannot ship 
goods economically because of 
high freight rates is the West 
Coast, so that recently manage- 
ment announced that a plant will 
soon be built at Los Angeles to 
supply Far West markets. 

The company’s acquisition of 
Ebsary Gypsum appears to be the 
first step in a long range program 
of diversification within the 
building materials field. Ruberoid 
has options on gypsum bearing 
land in Indiana, and is presently 
exploring the area. Presumably, 
if core drilling proves an eco- 
nomic ore body, the company will 
build its second gypsum plant 
there. 

The wallboard, plaster and lath 
market is especially appealing to 
Ruberoid because these materials 
fit directly into existing product 
lines. Since relatively few com- 
panies are active in it, gypsum 
prices are more stable, and mar- 
kets are more orderly than in the 
highly competitive asphalt roof- 


“costs and 


ing business, and the demand for 
gypsum has exceeded the supply 
for many years. 

Despite its heavy commitment 
in asphalt roofing, where market 
gyrations are sharply pronounced, 
Ruberoid’s financial performance 
has been outstanding. Its unbrok- 
en dividend record ($1.75 and 5% 
in stock in 1953) is matched by 
only 27 other companies listed on 
the New York Stock Exchange. 
Book value has more than 
doubled in 10 years, and its cur- 
rent ratio of 11.9 means that net 
current assets were equal to 
$15.10 a share at the end of 1953. 
With two-fifths of total assets 
represented by cash or equiv- 
alents, the company is assured of 
being able to meet any demand 
for expansion capital out of its 
own pocket if so desired. Capital- 
ization is simple, consisting of 1,- 
428,801 capital shares after a two- 
for-one stock split in May. 

The outlook for Ruberoid is 
closely related to the outieok for 
the construction industry as a 
whole, which is currently recog- 
nized as the brightest spot in the 
economy. As population grows 
and shifts from place to piace, the 
building materials makers are 
certain of a continuing market, 
and one which is likely to be 
stimulated by rising incomes, the 
Federal Government’s policy of 
easy credit, and the long-term 
demand for better housing. in ad- 
dition, Ruberoid gets more than 
half of its sales from maintenance 
and repair activities which must 
centinue whether or not new 
construction continues to imcrease. 

During the first half of 1954, 
Ruberoid sales held at about the 
same level as the equivalent pe- 
riod for 1953, although profits 
were lessened by increased labor 
lower roofing prices. 
However, prices stiffened during 
the summer. and nine months re- 
sults showed the effects of the 
nationwide “building boom.” 
Third quarter sales of $22.3 mil- 
lion were the best for any third 
quarter in its history, and profits 
were third best at $1.4 million. 
For the nine months, sales were 
$57.6 million, net per share $2.39, 
compared with $57.7 million and 
$2.50 for the first three quarters 
of 1953. 

It is likely that the full year’s 
performance will show sales up 
somewhat and earnings at least as 
good as in 1953. Dividends are 
expected to total $1.75 a share in 
cash, to yield around 4% at the 
current market price of approxi- 


mately 44. Since the directors 
have paid stock dividends in 
every year since 1948, it is pos- 


sible that a stock dividend equal 
to the amount of earnings retain- 
ed for reinvestment will be paid 
at the year-end. Ruberoid com- 
mon stock is listed on the New 
York Exchange. 


A. M. Kidder Adds 


(Special to Tue Frinanciat CHror:cre) 


TAMPA, Fila. Richard F. 
Burch has been added to the staff 
of A. M. Kidder & Co., 506 
Florida Avenue. He was formerly 
with Louis C. McClure & Co. and 
McCleary & Co., Inc. 


Joins A. M. Kidder 


(Special to Tur Frnanciat Cueonicrie) 


FT. LAUDERDALE, Fla.—Wil- 
liam R. Larkin has joined the staff 
of A. M. Kidder & Co., 207 East 
Las Olas Boulevard. 


Two With Eddy Bros. 


(Special to Tue Financia, Cnrowrme) 


HARTFORD, Conn. — Harrison 
C. Bristoll, Jr. and George H. Fitts 
have become affiliated with Eddy 
Brothers & Co., 33 Lewis Street, 
members of the New York and 
Boston Stock Exchanges. 
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MILLIONAIRES’ CALF SCRAMBLE 


Left to Right: Herbert W. Klutz, President. Texas Securities Corporation, New York; Edward Rotan, 
Rotan, Mosle & Co., Houston, Texas; Dudley C. Sharp, President, Mission Manufacturing Company, 
Houston, Texas; Floyd L. Norton, III, Barrow, Leary & Co., Shreveport, Louisiana 





HOUSTON, TEXAS.—For a five-year-old, Texas Fund, Inc., has done some plain 
and fancy growing. 

This open-end mutual fund, founded on Aug. 17, 1949, by a group of prominent 
Houstonians, has grown from net total assets of $146,786 at the end of that August to 
$16,990,144 as of Sept. 9, 1954, and currently to more than $18,000,000. 

“From Chuck Wagons to An Industrial Giant,’ dramatizing 50 years of Texas 
Zrowth, keynoted a two-day birthday party on Oct. 28-29 from Shamrock Hotel 
headquarters. 

The birthday party hit the trail — taking the high road as well as the low. 

A Texas barbecue on a 129-year-old ranch which began with a Mexican land 
Zrant before Texas won her independence started festivities at the chuck wagon 
Jevel — bringing to mind that beef was the basis of early Texas fortunes. 

Going up in the wor!d, the party flew in chartered planes over the Texas Gulf 
Coast’s Golden Crescent area to see the industrial giant at work producing the profits 
which pay dividends. 

This area supports surging cities grown from small towns — each the center of 
industries involving petroleum and petrochemicals, lumber, steel, sulphur, beef, cot- 
ton, grain, and the other resources from which Texas has built her wealth. 
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ustrial Giant’” 


AT THE CHUCK WAGON 


Left to Right: George E. Richardson, G. E. Richardson & Co., Lockport, New York; Art E. Nichols, 
First California Company, Los Angeles, California; Miss Pat Allman, Texas Fund, Inc.; Herbert W. 
Klotz, President (back) Texas Securities Corporation, New York 5, New York; Lewis M. LaMaster, 

LaMaster & Co., Houston, Texas; W. Herbert Lamb, Ferris & Company, Washington, D. 


Texas Fund, Inc., provides an investment medium through which an individual 
can invest — whether $25 or $25,000 — and have his investment diversified for him 
by professional managers through various corporations, primarily in the Southwesi, 
including chemicals, gas distribution and transmission, electric utilities, banking an& 
insurance, as well as other services and industries. 

The serious session in the birthday party was a business forum bringing the 
story of Texas’ progress and possibilities directly to the attention of representatives 
of the investment banking industry invited here from throughout the nation to meet 
with the Texas Fund Management and advisory executives. 

Texas Fund officers include President Dudley C. Sharp, Vice-President-Treasures 
William J. Sloan, and Secretary John W. Coles, Jr. 

President Thomas D. Anderson heads Texas Fund Research & Management 
Associates. 

Fund founders include Dillon Anderson, Thomas D. Anderson, John H. Blaffer, 
Rorick Cravens, Robert K. Hutchings, S. M. McAshan, Jr., Charles A. Perlitz, Jr., 
Edward Rotan, Mr. Sharp and Ernest T. Skinner. 

Bradschamp & Company, of which William J. Sloan is President and Jack S. 
Geneser is Vice-President, is underwriter and distributor for Texas Fund. 
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60 Broad Street, New York City, church, hospital, or university in of St. Petersburg at Christ Meth- would continue to enjo; the in [he above story oi the Helbig 
was going over some of his tax their will might change their odist Church. Over 30 ministers COME from this investment = charity plan resulting in tax sav- 
work and estate planning that he minds at a later date and with- heard the plan explained and out- !"5 the rest of his’ life, out Ne s.58 not ordinarily apparent te 
has used so effectively in selling draw such provisions. lined to them. Further follow up Would also save $3,762 See a rank and file al anes th es 
Mutual Funds and he discovered . has all been prepared letters tax payments ior this year. Figured ne rank and | sh yi ." Ts ~ re- 
that a long standing section of th: It Provides a Method of Meeting that are to be signed and mailed another way, he would have an lated here as an indication of the 
Internal Revenue Act gave th Investor Clients Under the by the cooperating ministers of #mcome on a net cost investm« it sort of desirable thinking by a 
average “man in the street” the Best of Circumstances the various churches; sample ($14,195.60 less tax Savings Of 33,- Goaler that not only stimulates 
Same advantages as peopie %t Helbig worked out a plan with forms of trust agreements; meth- /62) oO! $10,453, assuming & po Si immediate direct bus'ness related 
great wealth who have created one of the leading hospitals in his ods of eliminating possible con- "eturn on the Fund or $6356), “™ “s Pare we ; 
charitable foundations as a means area whereby he was able to meet flict by donors’ attorneys who which amounts to 6.1% on his to a charitable contribution, but 
of tax savings some of the most logical prospects might not be fully conversant actual net cost after tax savings paves the ay for much other 
Using Mutual Funds. set up un- in his community. Introductions with the plan, and who errone- Why Mutual Funds? profitable business of a personal 
der an irrevocable trust agres- to Helbig are made by the hospi- ously might offer objections that, investment nature 
ment and naming the donor's tal trsutees with their personal although unsound, could defeat You know the answers—the in- 


favorite charity as the eventual friends who might be interested the ultimate sale of 


Mutual Funds vestor can pick his own choice of 


recipient of the property upon the in a discussion of this method of which is the end result desired investments, ther« are bond funds, Frank Edenfield Adds 

death of the donor, Helbig dis- combining income tax savings, by the dealer; a trustee who is growth funds, balanced type . THe F ( cue) 

covered that the plan offered estate tax savings and an event- willing to hold the trusteed prop- funds. all common stock funds, he VIIAML. Fla Georne G: Gchant 
(1) Immediate and substantial ual charitable bequest to a worthy erty at a very reasonable cost to doesnt have to take some O 1e ) = + ne a fed - oo "staff of 

income tax savings to the donor in oS game tion upon their death. , the maker of the trust—all these else's suggestions pet ti a Fy nie ] Fdenfield & Co 8340 

the year the agreement. was. Meeting people who are quali- points have been worked out by money should be invested nov pe Northe ast Second Avenue. My: 

drawn fied investors, in the age bracket Helbig as a result of his own suc- late He has convenien: e, and * * = ae aan tonseie with Oakes 
(2) Full use of the income dur- where this plan would mean the cessful experience in this work. this is the only method that can ° , pig! ceee’s ’ ; 


most to them in tax savings, and 


ing the donor’s lifetime. a Tv . ' ” 
(3) A ~ often where the family situation Phere Is a Real 
3) A method of find raising , ‘ For the 
+h: harits : as to dependents and relatives is 
that the charitable organizations seceuhiha: | ‘ aiid ' ' 
also favorable fre a tax stand- cal 5 ¢ it 
were extreme} willing to use. i ) i rabd rom x al in ZO ill ) 


since it entailed no expense on Point, is prospecting in just about here but this 


their part, and the bequest once the most fertile territory you can of what can 


written into an irrevocable trust find. But when you add an in- Take a single 











agreement protected their posi- troduction from a well regarded come of $35,000 


be used where very low trustee & Co. and Barham & Co 


Tax Savings fees can be obtained that enable 


a lot of detail to accomplish this werthy ob 
just one example jective. He also has top flight 


Investor the donor of moderate size gift With Walter Raynor Co 


is . ; 
; mn expert management, continuous OMAHA, Ni William J. 
be accomplished. supervision, diversification ou Raynor has joined the staff of 
person with an in- know all this Walter V. Raynor & Co., Inc, 
this year and Now here’s the surprise: this First National Bank Building. 
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7 MUTUAL INVESTMENT FUNDS 
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SECURITIES 
SERIES 


7 Mutual Funds with 
varying investment 
objectives, currently in- 
vested in over 350 secu- 
rities of American cuor- 
porations. For FREE 
information folder and 
prospectus, clip this ad —a 

and mail with your name and address. 


NATIONAL SECURITIES & 
RESEARCH CORPORATI®N 


Established 1930 
120 Broadwoy, New York 5, New York 
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INCORPORATED 
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long-term growth of 
capital and income 


Prosbectus may be obtar cd 


from investment dealers or 
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200 Berkeley St., Boston, Mass. 
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2 ? what is 
? Dividens Shares? 
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Dividend Shares is a mutual invest- 
ment company (mutual fund) offering 
investment in a diversified list of common 
stocks selected for their ir 

ality and income possibilities. 
Learn the facts about this mutual fund. 
Send for a free copy of tle bookiet-pros- 
pectus by mailing this acveriisement to 


CALVIN 
BULLOCK 


Established | "4 


One Wall St.. New York 


vesiment 





Please send me a free bookiet-prospectus 
On Divwdend Lhares. 


Name 





Address__ 
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Oils the Fund Favorites 
Ia Third Quarter 


continued divided on the electric 
utility and building issues. 


Market Expectations 


Why the apparent continued 
disregard of high security price 
leveis and the interest in more 
cyclical types of equities as well 
as a comparatively tminor propor- 
tion of non-defensive types of 
securities in porttolios? Cuarles 
Devens, President of Incorporated 
Investors, points out in his quar- 
terly report to stockholders: 
“Wespite the rise in the price of 
stocks, we do not regard the pres- 
ent level as too hign when con- 
sideration is given to stock yields 
compared to bond yields, and to 
historic price-earnings ratios, the 


long-term outlook tor the econ- 
omy and the _ possible hedge 


against future inflation that com- 
mon stocks may offer. We believe 
that the price rise in the past year 
merely retiects a return to a more 
normal valuation of earning 
power than has prevailed since 
tne end of the war. Many people 
during recent years believed that 
a depression was inevitable and 
therefore were not willing to 
place a fair valuation on earning 
power.” 


Overall Portfolio 
Policy Unchanged 


There was not too much of a 
change during the period under 
review in over-all portfolio com- 
position as between defensive and 
more volatile types of securities 
despite the high general level of 
equity prices. Total cash and gov- 
ernments increased slightly, but 
only 25 companies added such 
liquid reserves as contrasted with 
28 in the June quarter. At the 
same time exactly two more man- 
agements purchased coniineun 
stocks on balance than during the 
previous period. Stein Roe and 
Farnham continued to shift in 
light volume from bonds to pre- 
ferred stocks while Scudder 
Stevens and Clark Balanced 
Fund lightened its more specula- 
tive bond holdings and_ also 
added to its investment in pre- 
ferred issues. Undoubtedly con- 
sideration was given to the new 
tax bill in the latter instance. But 
somewhat counter to the trend 
was the shift of Nation-Wide from 
junior to senior equities. 


Problems of Concentration 

The concentrated buying of se- 
curities in a particular industry, 
such es the oils, continues to be a 
lively topic of conversation in 
fund circles. As usual where in- 
vestment policy is concerned, 
there is something less than 
unanimity on this particular as- 


pect. Generally pinpointed in 
these discussions is t..e question 
of diversification and market- 
ability for profit-taking and other 
reasons. 


The largest current holdings of 
oils expressed percentagewise 
follow: 

%o 

U.S. & Foreign Securities__ 46.3 
Amer. Ku:opean Securities. 45.8* 
U. S. & Int'l. Securities____ 38.0 
General American Investors 42.07 
Lehman Corporation .-- 32.67 
American Int’l. Corp.___--- 29.8 
State Si. Investment Corp... 24.8 
Mass. Investors Growth 

Stock Fund .-.- 208 
Mass. Investors Trust- . ole 
Incorporated Investors ___. 21.0 
Fundamental Investors ___. 20.8 
AGems EAOVON ....<ncsccx 18.5 
Fidelity Fund shina 

"Percentage June 30 substan- 


tially unchanged. 
‘Includes some natural gas pro- 
ducers. 


Mindful of the problems in- 
volved in profit-taking, should 
chief concern about diversification 
be confined to the investment in 
individual issues rather than in 
any one industry group? This, too, 
of course presents problems in 


today’s markets. For example, 
Aruoid Bernhard points out in 
the quarterly report of Value 


Line Fund that it has “liquidated 
about one-fifth of its holdings of 
National Homes. This stock had 
risen so widely that it came to 
account for an abnormally large 
percent of the Fund’s total capital. 
The sale of a small portion was 
ceemed advisable in order to 
maintain a proper diversification 
pattern in the portfolio.” 


For Letting Profits Run 


George A. Bailey, President, in 
the September quarterly report 
ot Sovereign Investors expresses 
the conservatives point of view 
for allowing profits to run rather 
than realizing the gains: “It is the 
intention of your management to 
continue the policy of purchasing 
fundamentally sound securities of 
companies with good future pros- 
pects and to make dividend dis- 
tributions primarily from invest- 
ment income. Your management 
does not deem it advisable to 
take profits on individual issues 
held by the fund, simply for the 
purpose of paying out larger dis- 
tributions. We feel that an in- 
crease in the value of the stock- 
holders’ invested capital, if re- 
tained in its invested form, should 
ultimately give rise to an increase 
in the earning power of the orig- 
inal investment and thus to an 





Key stone 


C sotaiien 


Fu ni d S 





Certificates of Participation in 


INVESTMENT FUNDS 


inv esting their « apa 


IN 
BONDS 


(Series B1-B2-B3-B4) 


PREFERRED STOCKS 


( Series K1-K2) 


COMMON STOCKS 


(Series S1-S2-S3-S4) 


Prospe tus from your local investment dealer or 


The Keystone Company of Boston 


50 Congress Street, Boston 9, Mass. 


increase in dividends to you as a 
s.iockuolaer. ’ 

However there may be some- 
what of a compromise-possibie ior 
the policy expressed by Mr. 
Bailey which is illustfated by an 
interestinz switch made by In- 
vestors Mutual during the period. 
Realizing profits of about $800,- 
000, managers of this suad elim- 
t.aged suares of du Front and 
added to holdings of Car -stiana 
Securities. Anower interesting 
portfolio operacion in the same 
tund was the sale of 4,5.0 shares 
of Commercial Credit and 6,00U 
shares of UC. 1. T. Financial Cor- 
poration, and the purchase of 25,- 
#00 shares of Seapoard Finance. 
Axe-Houghton Stock Fund made 
a switch during the’period from 
American Broadcasting-Para- 
mount Theatres’ to ~} aramount 
Pictures Corporation, w. ue Uver- 
seas Securit.es sold Uy 5S. and in- 
ternational Securities a.d vougat 
U. S. and Foreign. 


Policy Toward Montgomery Ward 


Undoubtedly this underlying 
feeling of optimism has been a 
contributing factor to the funds’ 
long continuéd Ilfquidation of 
shares in Montgomery Ward, 
whose Sewell Avery still sits on 
a mounta nous pile oftcash wait- 
ing for the present economy to 
fall apart at the seams. Neither 
is publicized corporateccontrover- 
sy relished by-. investment com- 
pany management. At one time 
not so long ago Ward represented 
a major commitment of the funds, 
but currently holdings approxi- 
mate 200,000 shares. During the 


September quarter it was the 
least popular retail issue with 
the investment managers, five 


selling 15,000 snares. ‘1 wo oi these, 
New England Fuhda@ aiid Kaicker- 
bocker Fund, eliminated the stock 
from their pogtfolios; . Massachu- 
setts Investors Trust’s,sale of 5,000 
shares brought its holdings down 
to 20,000. ‘7 

Following is the stock held in 
the portfolios of the 63 funds cov- 
ered in this survey. In addition 
other funds are kn@wn to hold at 
least 8,000 shares: 


Heldings of Mont#éimery Ward 
Comnfon Stock 


(September 30, 1954) 
{Affiliated Fund _..-<.- . 90,000 
(American Business Shares 15,000 





Investors Mutual _. _. 24,000 
Mass. Investors Trust . 20,000 
Wellington Fund _______- 16,000 
General Capital Corp._... 4,000 
Fidelity Fund #3... 3,000 
Group Securities— 

Common Stock Fund__. 2,000 
Axe-Houghton Fund “B”_ 1,000 
Commonwealth Inv. Corp. 1,000 
Mutual Investment Fund_ 500 
buwiunug Green fuga .___ 200 
Other ¢ . . 8,000 

Total Holdings __._- 184,700 


Few unfamiffar names appeared 
in portfolios tring the third 
quarter of th@ year State Street 
Investment C purchased Trans 
Mountain Oil é Line: Unilever 
and Signode I Strapping were 
added to the Idings of Bullock 
Fund, while Z-really fresh name 

-Stylon Cor tion—g~aced the 
list of the V Line Fund. 















Buyin Oils 
Standard L_of New Jersey 
led the petro parade during 


this period. ‘luding stock re- 
= 


ce'ved as a distribution from 
Standard of Indiana, 13 funds 
added a total of 30,604 snares. 
Jersey had been top favorite like- 
wise in the previous period. Sin- 
clair was the next most popular 
issue, nine trusts buying 35,200 
shares, one of which made a new 
commitment. There was no selling 
of this stock which had been third 
best likea in the group dur.ng 
the preceding three months. Un.on 
Oil of California ranked third in 
populari:y among the pe‘roleum 
issues, five initial commitments 
and two portfolio additions total- 
iag 49,100 shares. S.x manage- 
ments Lked Standard Oil of Ca.i- 
fornia, purchases equaling 22, 
shares; selling of two biocks 
amounted to 4,500 shares. Five 
trusts each bought 4,600 shares of 
Phillips, 30,750 shares of Socony 
Vacuum (three making initial 
purchases), and 29,700 shares of 
Texas Co. Louisiana Land and 
Exp_oration was acquired by four 
trusts, one making a new com- 
mitment. A like number cf funds 
added 35,800 shares of Mid-Conti- 
nent Petroleum and 21,200 shares 
of the 50-Guilder shares of Royal 
Dutch Petroleum. 

Au aadit.onai 16,240 shares of 
the latter issue weie acquired 
through the stock split-up and in 
exchange for New York shares. 
Three additions totaling 6,7Uv 
shares were made to the already 
substantial holdings of Amerada. 
Two funds each purchased At- 
lantic Refining and Sunray. Seil- 
ing transactions in the oils were 
only half the purchases and were 
scattered throughout the list. Tne 
sole issue lightened on balance 
was Anderson-Prichard Oil, a 
total of 13,500 shares being de- 
creased in two portfolios and 
Ca-susecscdtOu from a Wiad. 


Concentrated Buying of the 
Steels 


Purchases of United States Steel 
by 16 managements topped the 
number of acquisiticns of the pré- 
ceding period by one. A tolal of 
142,800 shares were bought, three 
blocks of which represented in- 
itial commitments. Profit-taking 
in three other porifolios equaled 
18,000 shares. Bethlehem’s adai- 
tion to 12 portfolios also maiched 
those of the June quarter, but 
current share volume of 25,800 
was smaller. The remaining addi- 
tions in this industry were also 
highly concentrated as contrasted 
with the oils. Nine funds ac- 
quired 77,500 shares of Armco 
Steel, a third of these making 
new purchases; two others sold 
7,000 shares on balance. In'and 
Steel and Jones and Laughlin 
were each added to three port- 
folios. Acquisitions of the former 
tallied 6,600 shares and of the lat- 
ter, 26,100. Selling in the steel 
group was scaitered and repre- 
sented one-third of the purchase 
transactions. 

suying in the rails increased 
10% over the vreceding quarter as 
compared with the 20% rise in the 
oi!s and steels. Purchases were 
concentrated on an _ unusually 
broad list of issues illustrated by 
purchases in such roads as Le- 
hich Valley, two funds buy'ng on 
tdlance for the first time in tae 
rine-year period cove:.ed by these 
Sul veys. Most popu'‘ar carrier 
dur.ng the quarter, however, was 
Southern Pacific seven trusts add- 
ing a total of 12,200 shares to their 
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holdings. 
Western, 
June 


Cenver and Rio Grande 
scarcely noticed in the 
period, was also liked by 


seven managements although a 
few had converted from the pre- 
ferred. Acquisitions totaled 35,- 


050 shares, five of which repre- 
sented initial commitments in the 
junior equity. Santa Fe, top fa- 
vorite three months earlier, was 
added by four funds and newly 
acquired by a f.fth A like 
number of trusts bougit 19,000 
shares of Nickel Plate and 9,700 
Seaboard Airline. Five acquisi- 
tions each were made of Louis- 
ville and Nashville, Southern Ry. 


and Western Pacific, purchases 
totaling 13,500, 6,600 and 9,200 
shares respectively. Chesapeake 


and Ohio and Rock Island were 
each bought by three manage- 
ments while a couple liked Ala- 
bama Great Southern, Gulf Mo- 


bile and Ohio and Norfolk and 
Western as Well as Lehigh Valley. 

Northern Pacific, only carrier 
to be sold on balance in the June 
quarter, was also currently the 
least popular in the group. Five 
funds sold 22,500 shares, two com- 
pletely eliminating the issue from 
their portfolios. Other carriers 
lightened on balance were At- 
lantic Coast Line and Kansas 
City Southern, each by two trusts. 
Total selling transactions in this 
division were barely one-third of 
the purchases. 


Phelps Dodge was the favorite 
among the non-ferrous metals, a 
total of 26,200 shares being added 
to four portfolios and _ initially 
committed to two others. No 
selling was disclosed in this issue. 
St. Joseph Lead was second rank- 
ing in group popularity, four 
managements acquiring a total of 


st, 


we 


> 
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9,450 shares; a block of 19,000 
shares was sold on balance. Alu- 
minium, Ltd., American Smelting 
and Refining and Vanadium were 
each liked by three funds with ac- 
quisitions equalling 1,600, 7,000 
and 2,500 shares respectively. A 
block of 15,000 Smelters was elim- 
inated from one portfolio. 3,300 
shares of Magma Copper were 
also added to two portiolios. No 
non-ferrous issues were sold on 
balance during the period and 


opinion was fairly well-divided 
on Anaconda, Kennecott and 
Nickel. 


Natural Gas Enthusiasm Waning 

While natural gas issues were 
still leading favorites, enthusiasm 
for this group has been waning 
somewhat throughout the year. 
Thus purchase transactions in the 


current quarter numbered 42, in 


the previous three-month period 
47, and during the earlier March 
quarter 52. United Gas, sold on 
balance in the June quarter, was 
currently top favorite in the 
group. Disregarding shares spun 
off by Electric Bond and Share, 
a total of 13,000 shares of United 
was added to six portfolios. Four 
funds acquired the sum of 13,400 
shares of Panhandle Eastern Pipe 
Line while a fifth eliminated a 
2,000 share block from its hold- 
ings. Colorado Interstate Gas re- 
tained its popularity in fund man- 
agement circles, three companies 
purchasing 3,000 shares. Liked by 
two funds each were El Paso Nat- 
ural Gas, International Utilities, 
Northern Natural Gas and South- 
ern Natural Gas. Six manage- 
ments disposed of their holdings 
of Northern Illinois Gas which 


Continued on page 29 


Bzlance Belween Gash and Investments of 63 Invesiment Companies 


End of Quarterly Periods June and September 1954 
= | 





Net Cash & vernments 
Thousands of Dollars 


Investment Bonds and 
Preferred Stocks 


Net Cash & Governments 








Com. Stks. Plus Lower 
Grade Bonds & Pfds. 








Per Cent Per Cent * Per Cent 
Open-End Balanced Funds: of————_ End of ———End of End of x 
June >» Sept. June Sept. June Sept. June Sept. 
American Business Shares____________ §,147 —- 2 7.276 15.1 21.6 22.2 23.0 62.7 55.4 
‘ Axe-Houghton Fund MOU ai botnatns shanemctndcandesa 4.419 = 4.723 12.0 12.2 31.9 32.2 56.6 56.1 
8 1,255 == 1,731 3.7 4.7 25.1 27.2 71.2 68.1 
Boston LY sxe ccdisiebsticbiiiditlbin tutte ended did Bist st -= 674 0.6 0.6 29.7 28.1 69.7 71.3 
Commonwealth Investment ___________ 10,286 - 9,585 13.6 11.8 18.4 18.1 68.0 70.1 
Diversified Investment Fund, Inc._- 332 2,075 0.9 4.6 29.0 27.1 70.1 68.3 
¢Dreyfus Fund -_- penanieniens.eithald chek a 50 7 3.2 0.5 None None 96.8 99.5 
Eaton & Howard Balanced____________ 11,640 10,055 9.2 7.7 28.9 29.6 61.9 62.7 
Fu'ly Administered Fund Group Secu- 

ATE EO, COE Oe 2,507 1,326 36.5 19.0 8.5 10.5 55.0 70.5 
General Investors Trust_____-________- 150 236 5.9 8.7 13.7 12.0 80.4 79.3 
Investors Mutual Mbtcisicadesssads 17,119 30,364 2.8 4.6 32.3 30.5 64.9 64.9 
Johnston Mutual Fund_______________~ 289 242 10.1 7.9 25.6 24.0 64.3 68.1 
National Securities—Income. nnsiinsidats 1,185 829 3.0 2.0 14.4 14.6 82.6 83.4 
Nation Wide Securities__........_.-- 4.342 3,814 20.3 17.3 25.1 29.2 54.6 53.5 
George Putnem Fund___- aay ween 2,906 4,425 3.5 4.9 25.6 24.0 70.9 71.1 
Scudder, Stevens & Clark- shia Pn al 2452 2,134 49 4.6 38.7 38.7 56.4 56.7 
Shareholders Trust of Boston._________ 275 288 2.5 2.4 197 18.7 77.8 78.9 
Stein Roe and Farnham Fund Scie 1,700 1.711 19.5 18.1 29.9 30.3 50.6 51.6 
EE ES eee 470 326 6.6 4.1 27.7 17.6 65.7 78.3 
Wellington Fund Cee. nea 42,932 39,035 12.8 10.8 23.4 24.1 63.8 65.1 
Whitehall Fund pcdbieid diieta at oi tidine tiv be 82 ~~ 94 1.5 By y 43.3 41.0 55.2 57.3 
Wisconsin Investment Co. a ESE ee 49) _ 181 7.7 2.6 None None 92.3 97.4 

Open-End Stock Funds— ~ 

Affiliated Fund , ae. 9,187 - 9,916 3.4 3.5 None None 96.6 96.5 

§$Axe Houghton Stock F und_ ai | = 133 1.8 2.2 34.7 34.8 63.5 63.0 
Bowling Green Fund 36 3 7.1 6.0 11.7 13.4 81.2 80.6 
Blue Ridge Mutval Fund 475 455 2.3 ae None None 97.7 97.9 
Broad Street Investing > r 855 1,440 1.8 2.6 9.1 8.3 89.1 89.1 
Bullock Fund 3.301 2.985 18.3 15.2 0.2 0.2 81.5 84.6 
Delaware Fund 631 + 1.284 3.4 6.0 4.8 4.6 92.0 89.4 
de Vegh Mutual Fund 807 860 23.2 18.4 1.7 1.4 75.1 80.2 
Dividend Shares . ‘ 24.758 28 432 17.4 18.4 None None 82.6 81.6 
Eaton & Howard Stock. 1,939 3,381 7.1 10.6 0.8 0.7 92.1 88.7 
Fidelity Fund —— 2615 | 2.655 2.2 2.0 0.8 0.4 97.0 97.6 
Fundamental Investors = 3.997 6,350 2.0 2.9 None None 98.0 97.1 
General Capital Corp. 2,940 3,266 18.7 19.2 None None 81.3 80.8 
Croup Securities— Common Stock Fund 1,822 — 234 16.3 1.9 None None 83.7 98.1 
Incorporated Investors * ee. ae 6,362 7,423 4.1 45 None None 95.9 95.5 
Institutional Foundation Fund : 257 66 7.5 1.7 12.6 126 79.4 85.7 
Investment Co. of America____-__- ‘ 3,535 3,745 10.2 9.5 None None 89.8 90.5 
Knickerbocker Fund _.- 4.770. - 4.481 31.8 29.3 5.4 5.7 62.8 65.0 
Loomis-Sayles Mutual Fund — 7,306 7,398 19.9 19.2 24.8 24.9 55.5 55.9 
Massachusetts Investors Trust — 15,348 13,957 2.4 2.0 None None 97.6 98.0 
Massachusetts Investors Growth Stock. 1.284 858 2.5 1.6 None None 97.5 98.4 
Mutual Investment Fund 851 911 20.0 19.2 18.3 16.6 61.7 64.2 
National Inves ors 222 532 0.6 1.3 None None 99.4 98.7 
National Securities—Stock a : 5.168 - 2.010 5.9 2.0 None None 94.1 98.0 

+7New England Fund__-- 1449 _ 1,373 18.7 3. 15.2 23.8 66.1 62.4 
Scudder, Stevens & Clark Common 

Stock Fund 81- 153 1.2 y & None None 98.8 97.8 
Selected American Shares. 5,365 5,522 16.7 16.0 None None 83.3 84.9 
Sovereign Investors 19 17 1.1 1.7 2.4 2.2 96.5 96.1 
State Street Investment Corp. 24 23: 24.075 19.4 18.2 None None 80.6 81.8 
Wail Street Invcsting Corp. 1,050 1,112 22.7 21.2 None 0.9 112 77.9 

Closed-End Companies: 
Adems Express 3,769 3,758 6.5 6.0 .7 0.4 92.8 93.6 
American European Securities 307 436 2.8 3.3 9.1 7.9 88.1 88.8 
‘American International 1.118 1,190 4.3 4.3 1.1 0.7 94.6 95.0 
Ceneral American Investors 8.676 10.467 16.5 18.9 None None 83.5 81.1 
General Public Service 1,014 1,444 6.0 8.4 None None 94.0 91.6 
Lehman Corporation 4 206 11,289 3.0 6.7 3.3 0.4 93.7 92.9 
National Shares Corp. 2.499 1,851 17.5 12.3 None 0.1 82.5 87.6 
Overseas Securities 25 31 1.3 1.3 None None OR 7 98.7 
Tri-Continental Corp. 1.020 1,192 0.5 0.5 13.3 13.4 86.2 86 1 
+U. S. & Foreign Securities 1734? 2 064 3.1 3.3 None None 96.9 96.7 
U. S. & Interrational Securities 6.736 4.741 98 6.9 None None 90.2 3.1 











‘nvestment bonds and preferred 
Ba for bonds; 
for preferreds 
associated company. 
hanged fr-m Reruhl« 
sidcred fully flexible fund. 


Poit{c'io cxc'usive 


Irvesiors. 


Fitch's AAA ihroeugh BB and approximate equivalents 





Totals 25 


SUMMARY 





Changes in Cash ‘Position of 63 Investment Companies 


stecks: Moody’s Aaa throuch 
Open-End Companies: Plus 
of securities in subsidiary or Balanced Funds 9 
Name changed from Nesbei‘t Fund. Name Stock Funds 11 
‘June [gures correcied Caa- Closed-End Companies 2 


Minus Unchanged Total 
9g 4 22 
6 13 30 
2 } 1] 


17 21 65 


(1951) 27 
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This free booklet-prospectus 
tells you how you can partici- 
pate in the ownership of over 
300 companies in 30 different 


INVESTMENT COMPANY 
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Your free copy is available from 
your investment dealer or 
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through A 
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MUTUAL FUND 


Atomic Development Mutual Fund, 
Inc. is designed to provide a man- 
aged investment in a variety of 
companies participating in activi- 
ties resulting from Atomic Science. 


GET THE FACTS AND FREE PROSPECTUS 





ATOMIC DEVELOPMENT 
SECURITIES CO. 
1033 30th Street, N. W. 
Washington 7, D. C. 
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A MUTUAL 
*} INVESTMENT FUND 
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from your investment 
dealer or the undersigned 


Delaware Distributors, Inc. 
300 Broadway, Camden3,N. J. vi 














A Mutual, Open-End, Diversified, 
Investment Fund with Full 
Monagement Discretion. 
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MUTUAL DISTRIBUTORS, Inc. 
1016 Baltimore + Kansas City 5, Mo. 
Principal Underwriter 
and Distributor 
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more managements sold than bought are in italics. 


The Commercial and Financial Chronicle . . 


Changes in Common Stock Holdings of 46 Investment Management Groups 


(June 30 — September 30, 1954) 
Transactions in which buyers exceed sellers — or sellers exceed buyers — by two or more management groups. 


rew purchases or completely eliminating the stock from their portfolios. 


—-Bought— 
No.of No.of 
Trusts Shares 

6(1) 8.100 

2(2) 11,000 

3(2) 6,000 

7(4) 60,100 

3(1) 11,000 

2(2) 1,809 

4 306 

5(2) 14,200 

8(8) 19,465 

1(1) 1500 
None None 
None None 
None None 

None None 

5(2) 34.300 

4(1) 10,200 

3 7,100 

2 1,245 

3(1) 1,500 
None None 

None Noite 

1(1) 2,000 

None None 
None None 

1(1) 1,000 
None None 
None None 

2(2) 1,700 

2 8,800 

3(3) 27,500 

2(2) 22,200 

5 16,400 
None None 
None None 

2 500 
None None 
None None 
None None 
None None 

4(1) 6,500 

2 4,800 

2(1) 12,500 

1 3,000 
None None 
None None 

5(3) 17,500 

6 30,000 

3 26,000 

2 4.365 

None None 
None Noneé 

3(2) 25,100 

6(2) 46,200 

2 4,400 

2 1,500 

None None 

None None 

None None 

3(1) 8,200 

2 2,100 

2 11,300 

6(2) 42,300 

2 7,350 

2(2) 8,750 

2 2,300 

3 30,250 

2(1) 28,800 
None None 

None None 

3 1,800 

2 5,300 

2 600 

3(2) 9,000 

2 7,400 

1 (old) 1,400 
None None 


Agricultural Equipment 
International Harvester_.- 


Auto and Auto Parts 
Federal Mogul 
Ford Motor of Canada, 
General Motors 
Libbey-Owens-Ford Glass 
Sheller Manufacturing 
Electric Auto-Lite ! 


Ltd. “A” 


Aviation 
American Airlines 
Chance-Vought 2. 
Boeing Airplane 
Douglas Aircraft — 
Lockheed Aircraft 


Beverages 
Coca Cola 


H. Walker-Gooderham & Worts 


Building Construction & Equipt. 


American Raaiator 
Flintkote 
Johns-Manville 

H. H. Robertson Co. 
United States Gypsum 
Certain-teed Products 
General Portland Cement 
Glidden Co. 

Lone Star Cement 
Minneapolis-Honeywell 
National Gypsum 
National Lead 

United States Plywood 


Chemicals 
Allied Chemical and Dye 
Blockson Chemical 
Diamond Alkali 
Filtrol Corp. : 
Monsanto Chemical 
Air Reduction 
Commercial Solvents 
duPont___-_ ‘ ' 
Int'l Minerals and Chemical 
Koppers Company 
Olin-Mathieson 3 
Pittsburgh Coke and C hemical 


Containers and Glass 
Continental Can 
Owens-Illinois Glass 
American Can ona 
Corning Glass Works___- 
Crown Cork and Seal 
Emhart Manufacturing ____ 


Drug Products 
Colgate-Palmolive-Peet 
Merck 
Pfizer 
Smith, Kline and French 
American Home Products 
Eli Lilly “B” 


Electrical Equipment 
Philco 
Radio Corporation 
Raytheon Manufacturing 
Stromberg Carlson 
General Electric 
Square “D”’ 
Tecumseh Produc ts 


Financial, Banking & Insurance 
Beneficial Lozn Corp. 

Boston Insurance Co. 

Chemica! Bank and Trust 
Commercial Credit 

First Bank Stock Corp. 
Industrial Acceptance Corp. 
Manufacturers Trust 

Marine Midland 

Seaboard Finance 

General Reinsurance Corp. 
Security-First Nat'l Bank, L. A. 


Food Products 
Archer-Daniels-Midland 
Continental Baking~— 
Corn Products Refining 
Pilisbury Mills 
Wrigley : 

Nat'l Dairy Products 


West Indies Sugar 





——Sold 
No. of No. of 
Shares Trusts 
2,000 1 
None None 
None None 
100 l 
2,000 ] 
None None 
16,820 4(4) 
None None 
19,999°:., 2 
45 600 8(3) 
15,800 7(2) 
35 G85 2(1) 
1,200 2(2) 
3,500 2(1) 
6,000 = 2(1) 
None None 
None None 
None None 
200 ] 
11.000 2(1) 
1,200 2(1) 
13.600 3(2) 
800 2(1) 
2,000 2 
18,800 3(1) 
4.200 2 
8 500 2(1) 
None None 
None None 
3,300 l 
None None 
25,500 3 
15,000 2(2) 
21,800 2(1) 
17,900 6(2) 
17,500 2(2) 
20 800 4(2) 
3,900 3(2) 
2,210 2 
6,400 2(1) 
None None 
26,700 4(1) 
3,600 4(1) 
11,500 2(1) 
11,200 2 
37,000 3(2) 
27,000 4(3) 
5,900 1(1) 
None None 
2.600 2(1) 
6.000 2 
800 1 
8,000 3(1) 
None None 
None None 
37 .200 9 
10.600 3(1) 
200 2 
None None 
None None 
None None 
4.500 ] 
None None 
None None 
None None 
12,000 1(1) 
None None 
880 2 
4.250 2(1) 
None None 
None None 
None None 
None None 
None None 
{ 2,000 old 1 
}22 800new 2 


6.200 


2(1) 


—Bought— 


No. of 


Trusts Shares 


2(2) 
6(1) 
2(1) 
3 

3(3) 


3(1) 
3(2) 
2 

6(2) 
4(1) 


No. of 


1,000 


19,936.60 Caterpillar Tractor 4_ 


2,500 
11,050 
14,500 


2,500 
7,000 
3,300 
26,000 
9,450 


3 (new) 2,500 


3 
4(2) 
3(2) 
I 
1(1) 


3(1) 
2(1) 
4(1) 
4(1) 
5(1) 
7(4) 


9(1) 
5(3) 
6(2) 
19(3) 
2 
5(2) 
7(5) 
1 
None 


1(1) 
None 


7 
3 
4(2) 
6 
6(3) 
4(1) 
5(2) 
2(1) 
None 
None 
None 
1 
None 
None 
None 
1 
None 
None 
None 
None 
1 
None 


4(1) 


2 
5(1) 


3(1) 
7(5) 
2(1) 
2(1) 
4(1) 


5(142 


2 
5(2) 
7 
4(2) 
4(3) 
None 
None 
None 


7,900 
5,100 
24,000 
14,000 
500 


6,700 
2,200 
16,000 
35,800 
4,609 
37,440 


35,200 
30,750 
22,800 
34,555 
14,000 
29,709 
49,100 
4,000 
None 


3,000 
23,800 
11,300 

9,300 
24,400 
13,400 

3,200 
13,700 

2,600 
None 


12,000 
1,500 
11,400 
22,114 
27,900 
25,000 
16,140 
4,009 
None 
None 
None 
1,000 
None 
None 
None 
5,000 
None 
None 
None 
None 
5,100 
None 


12,100 


650 
4,.S00 
15,400 
19,500 
35,050 
14,500 
15,000 
13,500 
) 19,000 
24.000 
9,700 
12,200 
6,600 
9,200 
None 
None 
None 


Machinery & Industrial Equipt. 
Briggs and Stratton 


Dresser Industries _ eat i 
Food Machinery and Chemical. 
Halliburton Oil Well Cementing 


Metals and Mining 
RI. Se sé oc adowdawnun 
American Smelting and Refining 
Magma Copper 
Phelps Dodge- 

St. Joseph Lead — 

Vanadium Corporation © : 
Paper, Pulp and Printing 

Crown Zellerbach~- 

Lily Tulip Cup - 

St. Regis Paper 

Rayonier. ‘ 

Union Bag and ‘Paper 


Petroleum 
Amerada___. 
Atlantic Refining. 
Louisiana Land and Exploration 
Mid-Continent Petroleum 
Phillips Petroleum : A oe 
Royal Dutch Petroleum (50 

guilder shares) 6 _ 
Sinclair Oil Corp. 
Socony Vacuum-_.--- 
Standard Oil of California. 
Standard Oil of New 
Bimbay Oil... 
Texas Company - 
Union Oil of California. haar jt 
Anderson-Pritchard Oil__-_- 
Gulf Oil Corp.___--- 


Jersey 7_ 


Natural Gas 


Colorado Interstate Gas______-- 
Columbia Gas System 
El Paso Natural Gas..._....... 
International Utilities Corp.-_-_- 
Northern Natural Gas_____-_--~-- 
Panhandle Eastern Pipe Line- 
Southern Natural Gas_- 
United Gas Corp 8 
Northern Illinois Gas 9 
Western Natural Gas. 


Public Utilities 
Amer. Telephone & Telegraph. 
Central and Southwest Corp. 


Columbus & Southern Ohio Elec. 


Middle South Utilities 1°_____- 
Puget Sound Power & Light 
Southern California Edison_- 
West Penn Electric ani om 
Wisconsin Electric Power_- 
Carolina Power and Light 
Consumers Power 
General Telephone- 
Gulf States Utilities. , 
Kansas City Power & Light 
Northern States Power 
Ohio Edison 

Pacific Gas and Electric 
Public Service of Colorado 
Public Service of Indiana 
Southern Company 

Union Electric of Missouri 
Virginia Electric and Power 
Western Union Telegraph. 


Radio and Amusement 
Paramount Pictures Corp. 


Railroads 


Alabama Great Southern_ 
Atchison, Topeka & Santa Fe 
Chesapeake and Ohio ; 
Chicago, Rock Island & Pacific. 
Denver & Rio Grande Western !! 
Gulf Mobile and Ohio 
Lehigh Valley _- = 
Louisville and Nashville 
N. Y., Chicago and St. Louis 
Norfolk and Western 
Seaboard Air Line 
Southern Pacific 
Southern Railway 
Western Pacific 
Atlantie Coast Line 
Kansas City Southern 
Northern Pacijic 


. Thursday, November 11, 1954 


Issues which 


Numerals in parentheses indicate number of managements making entirely 





Sold 
No. of No. of 
Shares Trusts 
None None 
48 2 
None None 
7,000 1 
6,000 1 
220 1(1) 
15,000 1(1) 
None None 
None None 
1,900 l 
None None 
None None 
None None 
3,000 1(1) 
11,100 4(1) 
2,500 3 
1,400 1 
None None 
200 ] 
1,400 2 
8,000 2 
None None 
None None 
27,000 1( 4) 
4,500 2 
6,450 2 
None None 
27,600 3(1) 
None None 
13,500 3 
4.060 3(1) 
None None 
None None 
None None 
None None 
None None 
2,000 1(1) 
None None 
27,000 2 
5,400 6(6) 
76,500 3(1) 
None None 
None None 
8,000 2 
10,564 3 
None None 
300 1 
2,800 1 
None None 
26,800 4(2) 
11,500 3(1) 
6.200 2(1) 
17.700 4 
2,400 2 
68 400 2(1) 
8,198 2 
8.500 B 
4.100 3 
7.200 2(1) 
38 300 3(2) 
4.400 2 
7.600 3 
2,600 2(1) 
19,500 l 
None None 
500 2 
None None 
500 1 
None None 
None None 
None None 
None None 
13,400 3(2) 
None None 
2,500 2(1) 
14.000 2(1) 
400 1(1) 
12,500 2(2) 
1.700 2(1) 
8 800 2 
22.500 5(2) 
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—Bought— 


Railroad Equipment 


American Brake Shoe 


Retail Trade 
Allied Stores 
Associated Dry Goods 
Dominion Stores, Ltd 
Western Auto Supply 
Federated Department Stores_-- 
Montgomery Ward 


Rubber and Tires 
United States Rubber... ple gs 
Goodyear __- 


Armco Steel 
Bethlehem Steel 
Inland Steel 
Jones and Laughlin. 
United States Steel 


J. P. Stevens_.-.- 
United Merchants & Mfgrs.- 


Pacific Mills 


Philip Morris tua 
Reynolds Tobacco ° ‘B” 


Miscellaneous 
Neptune Meter i 
Robertshaw Mh ulton Controls ie 


FOOTNOTES-— 


Additions represent stock dividend. 
Distribution from United Aircraft. 
J stock dividend. 
Excludes stock received as 4% 
Does not include stock editions. re ouitios from 2 for 1 
split-up. 3,400 shares received in ex- 





suk WN 


12,840 shares 


shares distributed by Standard Oil Basis: 
700 shares received as spin-off from Electric Bond 
Additions reprsent distribution from Commonwealth Edison. 
19,581 shares purchased through rights. 
11 5,300 shares converted from preferred. 


NOTE—This 


sales of funds 


covers 6 mvestment 


sidered as Resting 


in the Loomis-Sayles ‘Matual ‘Fund are not surveyed. 


SUMMARY 
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and Share. 


but 


Sold 
No. of No. of 
Shares Trusts 
None None 
3,900 2(1) 
3,100 1 
2,100 1 
None None 
None None 
17,000 3(2) 
15,000 5(2) 
3,300 1( 12) 
1,000 1 
9 161 4(3! 
7,000 2(1) 
17,400 2 
None None 
None None 
18,000 3(3) 
14,000 1(1) 
63,000 1(1) 
42 300 7(3) 
25.300 3(2) 
None None 
6 800 2(2) 
31500 4(4) 
None None 
None None 
split-up. 


5 Jersey for 


purchases or 
treated 
three companies sponsored by E. w. Axe and Co. are con- 


unit. 


portfolio changes 








Open-End Companies: 


Stock Funds 
Closed-End Companies 


Continued from page 27 


Oils the Fund Favorites 
In Third Quarter 


two 
increased by 
chases equaled 6,000 shares. 
manufacturers 
Owens-Ford we 
funds which 
Federal Mogul and Sheller 
ufacturing were 


had been distributed by Common- 
wealth Edison during the previ- 
ous quarter. 
Natural Gas was light- 
ened in two portfolios and elim- 
inated from 

Caterpillar Tractor was the fa- 


managements 
20.000 shares. Half as many 
11,050 shares of 
Halliburton 


commitments 


no concel- 


shares among which Internatio: 


\" 


‘vw iv te 


80.000 Shares of GM Bought 


Continental Baking 
ucts and Wrigley. 
and West Indies Sugar 
sold on balance. 


months of the purchases 








Excess of Net Portfolio Purchases or Sales of 
3 Investment Companies 


Matched 


6 
1] 
6 


23 


such 
liked 


also initially 
companies. 
balance 
Auto-Lite, 
four managements eliminating 16,- 
Thompson 
lightened in 


on 


Electric 


Chrysler 


former and 1,800 of the 
acqulsitions 


more 
a third. 


by 


Total 


22 
30 
1] 


63 


trusts 
Pur- 
Parts 
Libby- 
three 
othe d 11,000 shares. 
Man- 
ac- 
Con- 


Products 


two port- 
was y well 
Although 
complete port- 
. these were off- 
ommitments and 
were better liked 
ynths earlier in the 
lagement Opinion 
the group. Pills- 
.rcher-Daniels-Midland 
ites, three trusts 
shares of the 
later. Tw 
Pillsbury repre- 
purchases Also 
two trusts, were 
Corn Prod- 
National Dairy 
were both 
paper 


and pulp issues were off 25% 
from the June quarter, they were 
still among tne first 10 industrial 
groups favored by fund managers. 
Lily Tulip Cup continued as the 
best bought individual issue, two 
new commitments and two port- 


folio additions totaling 5,100 
shares. Three acquisitions of 
Crown Zellerbach equaled 7,900 


shares and a like number in St. 


Regis Paper totaled 24,000; two 
of the latter were initial pur- 
chases. Rayonier was lightened in 


three portfolios and eliminated 
from a fourth. Sales equaled 11,- 
100 shares, but partially offset- 
ting was an addition of 14,000 
shares to a fifth fund’s holdings. 
Three managements also. de- 
creased their investments in Union 
Bag and Paper. 


Buying of Pharmaceuticals 

Trusts switched to the buying 
side in Merck on which opinion 
had been divided earlier in the 
year. Six funds added a total of 
30,000 shares, although three also 
eliminated the stock from 
portfolios and a fourth lightened 
holdings. Purchasers of 
were half those of Merck but 
there was only one offsetting 
portfolio elimination. 
and French, which, along 
Sterling Drug was the only 
resentative of the 
bought on balance during 
June period, was currently 
by two managements. 
17,500 shares of 
itially 


rep- 


Colgate was 
acquired by three 
and added to the 
three others. American 
Products and Eli Lilly 
on balance by two 


United Merchants the Textile 

Favorite 
Merchants 
facturers was easily 
in the textile group 
bought on light 
ing the previous 
trusts acquired a 
shares, one 
commitment. 
was eliminated by 


United and 
the 
which 
balance as 
period. 
total of 
making an 


to the buying side of J. 
vens, three purchasing 
shares. One lot of 14,000 


Viscose, three portfolio 


42,300 shares. 

Finance companies were pur- 
chased on balance in about the 
same amount as during the previ- 
ous three months. However, Com- 
mercial Credit was the current fa- 
vorite while opinion was fairly 


well divided on C. I. T. 
Corporation; in the June 


Six managements currently 
Commercal Credit, two 
new commitments. Offsetting 
one sale of 4,500 shares. 
cial Loan was bought by 
trusts while there were 
chases each of Seaboard 


and Industrial Acceptance, those 
of the latter representing initial 
acquisitions. 

3ank stocks were also bought 
on balance as earlier in the year. 
Best liked issue in the group was 
Marine Midland, three portfolio 
additions equaling 30,250 shares. 


Partially 
plete ell 


olfsetting was the 


their 


Pfizer 


Smith, Kline 
with 


group to be 

the 
liked 
A total of 
in- 
trusts 
holdings of 
Home 
were sold 
managements. 


Manu- 
favorite 
was 
dur- 
Seven 
57,100 
initial 
One block of 63,000 
Massachusetts 
Investors Trust. Managers switched 
P. Ste- 
21,000 
shares 
was disposed of by a fourth fund. 
Sellers concentrated on American 
elimina- 
tions and four decreases equalling 


Financial 
quarter 
their positions had been reversed. 
ac- 
quired a total of 42,300 shares of 
making 
was 
Beneti- 
three 
two pur- 

Finance 


come 
iination from holdings of 


a 12,000 share block. Chemical, 
First Bank Stock Corporation and 
Manufacturers Trust were each 
acquired by two funds. The latter 
had been the only group repre- 
sentative bought on balance in 
the second quarter. Security-First 
National Bank of Los Angeles 
was the sole bank stock cur- 
rently sold on balance, two trusts 
disposing of 4,250 shares. Opinion 
was divided on the _ insurance 
stocks which had been favored 
on balance during the first halt 
of the year. Volume was compara- 
tively light and transactions were 
scattered among several issues. 
Rubber issues were = slightly 
favored with United States Rub- 
ber the best-liked in the group. 
Six managements acquired a total 
of 25,200 shares, one making a 
new commitment. Firestone 
also bought on balance by 
trusts, purchases 
shares. Goodyear, 
eliminated from 
and lightened in a fourth. The 
decreased rate of liquidation in 
the tobaccos was paced by Reyn- 
olds “B,” with four funds com- 
pletely disposing of holdings 
equaling 31,500 shares. Partially 
otfsetting were two _ additions 
amounting to 4,500 shares. Philip 
Morris was also eliminated from 
two portfolios, but Lorillard was 
bought on balance by two other 
managements. Liquor and_ soft 
drink stocks were sold in small 
volume, two funds each disposing 
of Hiram Walker and Coca Cola. 


Was 
three 
totaling 3,500 
however, was 
three portfolios 


Chemicals Out of Favor 


Least popular group during the 
period, however, was the chemi- 
cals on which opinion had been 
divided in the previous quarter. 
Six trusts took profits in duPont 
two eliminating the issue from 
their portfolios; a total of 17,900 
shares was sold, 20,800 shares 
of Koppers were disposed of by 


four managements while three 
sold 3,900 shares of Olin-Mathie- 
son. Two investment companies 


sold Commercial Solvents, Inter- 
national Minerals and Chemicals 
and Pittsburgh Coke and Chemi- 
cal. Monsanto was the favorite in 


the Chemical division, five funds 
increasing holdings by 16,400 
shares. Offsetting were three port- 
folio decreases. Three new com 
mitments totaling 27.500 shares 
were made in Diamond Alkali, 
while there were two purchases 
each of Allied Chemical, Block- 


son Chemical and Filtrol. 

Second group in 
be sold on balance were the air- 
crafts, as rising prices induced 
profit-taking and caution in mak- 
ing new commitments. Eight man- 
agements disposed of a total of 


importance t 


45,600 shares of Boeing, three 
completely eliminating the stock 
from holdings. Douglas was next 
least popular in the group, seven 
trusts selling 15,800 shares: two 
of these cleaned out the entire 


issue from their portfolios. A 
total of 35,785 shares of Lockheed 
was sold by two iunds. American 


Airlines was the only carrier to 
be purchased on balance during 
the period with two new com- 
mitments and three additions to 


existing holdings equaling 14,200 
shares. Opinion was divided o1 
Fastern and United Airlines 
total of 19,465 shares of Chance 
Vought was distributed by Unit 
Continued on page 30 
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Oils the Fund Favorites 
In Third Quarter 


Aircraft via a spin-off to eight 


investment companies. 


Profit-Taking in Electrical 
Equipments 

Profit taking in tne electrical 
equipments was featured by nine 
sales of General Electric totaling 
37,200 shares. In the previous 
quarter there were 12 realizing 
transactions in this issue. Square 
“D” was lightened in two port- 
folios and eliminated from a 
third. Opinion was divided on Mc- 
Graw Electric which had suffered 
from pronounced profit-taking in 
the previous quarter. There was 
also a division of Opinion on 
Westinghouse which had been the 
favorite of the group in the June 
period. The radio and certain 
electronics, however, were cur- 
rently being bought on balance. 
Lehman Corp. made new com- 
mitments of 15,009 Admiral, 5,000 
Motorola and 10,000 Philco. Philco 
also was purchased by two other 
funds, acquisitions totaling 
100 shares. Six managements pur- 
chased 46,200 shares of Radio 
Corporation and there were two 
additions each of Raytheon and 
Stromberg Carlson. 

In addition to the five sales of 
Montgomery Ward in the mer- 
chandising group, Federated De- 
partment Stores was also sold on 
balance, two trusts eliminating 
the issue from their holdings and 
a third lightening its commitment. 
There was a great amount ‘of 
scattered selling in several other 
stocks in single transactions. Al- 
lied Stores and Associated Dry 
Goods were liked as during the 
previous three months. Each was 
bought by four managements. Two 
purchases were also made in 
Dominion Stores, Ltd. and West- 
ern Auto Supply. 

The container and glass issues 
were sold on balance with Ameri- 
can Can and Corning Glass Works 
each liquidated by four funds. 
Crown Cork and Seal and Emhart 
were also disposed of by two 
trusts. In contrast to this selling, 
Continental Can was purchased on 
balance. Four investment compa- 
nies acquired a total of 6,500 
shares, one making an initial pur- 
chase. 

The office equipment stocks 
were rather neglected with opin- 
ion evenly divided in the few 
transactions which occurred, 
Transactions, as noted, were also 
evenly split in the building con- 
struction and equipment issues. 
American Radiator was bought on 
balance by five companies, pur- 
chases totaling 34,300 shares. 
Flintkote was liked by four funds 
and three each added shares of 
Johns-Manville and United States 
Gypsum. In contrast, National 
Gypsum along with Glidden, were 
each sold on balance by three 
trusts. Certain-teed, General 
Portland and Lone Star Cements, 
Minneapolis-Honeywell, National 


25,- 


Lead and United States Plywood 
were all liquidated by two man- 
agements. 

Paramount Pictures was the 
only feature in a divided amuse- 
ment group, four’ purchases 
equaling 12,100 shares. One off- 
setting block amounted to 19,500 
shares. 


Lightening of Utilities 

With the bears having a very 
slight edge in the electric utility 
stocks, Carolina Power and Light 
and Gulf States Utilities were the 
least popular issues, four man- 
agements selling each on balance. 
Liquidation was scattered over the 
list generally, however, with Af- 
filiated Fund, American Business 
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Shares, Fidelity Fund and Funda- 
mental Investors, in particular, 
taking profits in issues purchased 
at considerably lower prices. Con- 
sumers Power, Pacific Gas and 
Electric, Public Serv.ce of Colo- 
rado, Southern Co. and Virginia 
Electric and Power were each 
sold by three funds. Puget Sound 
Power and Light was the best 
bought issue in the group as it 
had been in the previous quarter. 
Six trusts acquired a total of 27,- 
900 shares, half of these making 
initial commitments. American 
Telephone was also a leader in the 
communication group, seven funds 
adding a total of 12,000 shares. 
Other electric utilities well bought 
during the current three months 
were Columbus and Southern 
Ohio Electric and Southern Cali- 
fornia Edison, each by four man- 
agements, Central and Southwest 
Corporation by three and Wis- 
consin Electric Power by two 
funds. Purchases of Middle South 
Utilities were stimulated by a 
rights offering. 


Wood Nominated Chairman of 


Board of 


Governors 


WASHINGTON—Harold E. Wood, St. Paul, Minn., has been 


nominated Chairman of the Boa 


Association of Securities Dealers, 


rd of Governors of the National 
Inc. His election will take place 


at a meeting of the board next January. 





Harold E. Wood 





Roy W. Doolittle 


Mr. Wood 


George F. Noyes 


is President of Harold 


W. H. Potter, Jr. 





Wallace H. Futon 


E. Wood & Company, a 


former Governor of the Investment Bankers Association of Amer- 


ica, and an Ex-Chairman of the 
tion. He will 


succeed Edward C. 


Minnesota group of that associa- 
George, Vice-President and a 


director of Harriman Ripley & Co., Inc., Chicago. 
Other nominees for NASD offices, who will also take office 


in January, follow: 

George F. Noyes, Vice-Presi 
cago, Vice-Chairman. 

William H. Potter, Jr., Seni« 
ton Corporation, Boston, Vice-C 


dent, The Illinois Company, Chi- 


xr Vice-President, The First Bos- 
hairman. 


Roy W. Doolittle, senior partner, Doolittle & Co., Buffalo, 


N. Y., Treasurer. 


Wallace H. Fulton, Washington, D. C., Executive Director. 


The NASD is the self-reguia 
business with over 3,100 


tion organization of the securities 


members. 
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Continued from page 5 


Money: Management Problems— 
Prospects for the Interest Pattern 


that this shifting has nothing to 
do with liquidity, yet you would 
be unable to take advantage of 
favorable yield spreads’ unless 
your portfolio turned over as the 
result of amortization payments 
and maturities and/or you liqui- 
dated securities through sale. 

I applaud your reluctance to 
speculate on a rise or fall in the 
level of interest rates by shifting 
from cash to long-term securities 
and back to cash. Yet there seems 
to be some difference of opinion 
as to the extent to which you have 
at times anticipated changes in 
interest rates by building up 
liquid assets. 


Behavior of Liquid Assets 


Chart No. 1 shows that there 
was a distinct rise in the amount 
of short-term Government securi- 
ties held by life insurance com- 
panies after the outbreak of war 
in Korea, that such holdings de- 
clined between February, 1951 and 
May, 1953, and that they have 
risen somewhat in the past sev- 
eral months. (The logarithmic 
scale of the chart exaggerates the 
importance of the changes rela- 
tive to the total assets.) I am im- 
pressed with O’Leary’s explana- 
tion that these fluctuations are re- 
lated to fluctuations in mortgage 
and other commitments and are 
not to be explained by the ef- 
forts of portfolio managers to an- 
ticipate interest rate changes 
(James O'Leary “The _ Institu- 
tional Savings Investment Powers 
and Current Economic Theory,” 
American Economic Review, 
Papers and Proceedings of the 
Sixty-sixth Annual Meeting of the 
American Economic Association, 
Vol. XLIV, No. 2, May, 1954, p. 
461). Yet, Hallowell has argued 
that uncertainty about the future 
of long-term rates on Governments 
has also played a role. (Op. cit. 
p. 484, and also see Journal of 
Finance, May, 1952, p. 328.) Since 
the data on commitments com- 
piled by your industry are not 
given to outsiders like myself it 
is difficult for me to draw firm 
conclusions on this question. 


Implications of Remaining 
Fully Invested 

In adopting a policy of remain- 
ing fully invested and in making 
forward commitments to deliver 
funds at current rates, insurance 
companies appear to me to be tak- 
ing a position which will protect 
them against a future decline in 
rates. (The making of forward 
commitments is also influenced by 
the availability of mortgages and 
by certain technical arrange- 
ments.) If rates do rise the in- 


vestor misses an opportunity to 
have obtained somewhat higher 
rates as he might have done by 
waiting. On the other hand, a 
decision to build up liquid as- 
sets implies that rates will rise. 
If judgment is wrong and rates 
fall the penalty is heavy since 
earnings are irretrievably lost. 
Therefore, essentially the “cost 
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of remaining fully invested is that 
you forsake possible opyortuni- 
ules to gain but avoid an irretriev- 
ab:e surrender of income. 

Perhaps the question whether 
the post-Korea increases in liquid 
asseis was attributable to increases 
in forward commitments rather 
than to expectations of a rise in 
interest rates is academic. How- 
ever, there would seem to be no 
need to build up liquid assets to 
cover forward commitments un- 
less they become large enough to 
necessitate the sale of other as- 
sets in a market where interest 
rates are expected to rise. Per- 
haps a practical distinction can 
be drawn between the withholding 
of funds in anticipation o; a rise 
im interest rates and the shifting 
of long-term investments trom one 
category to another in response to 
yield differentials that emerge 
from time to time. However, 
theoretically, I am not sure how 
important the distinction is. In 
any event, by remaining iuily in- 
vested your ability to switch is 
limited by the boundaries of your 
portfolio turnover. If you wish 
to engage in more extensive 
switching operations you ill. be 
forced to sell securities. If the 
long-term rate of interest rises 
you will find yourself faced with 
the necessity of selling securities 
at a loss and of charging the real- 


ized loss against surplus. In the 
postwar period insuran com- 
panies have been net sel'ers of 


Government securities for the pur- 
pose of acquiring higher yielding 
mortgages and corporate obliga- 
tions. The timing of these shifts 
has been influenced by the prices 
at which you are able to seil Gov- 
ernments. There is no way out of 
this predicament unless you un- 
dertake to speculate on interest 
rate fluctuations by varying your 
holdings of liquid assets. 

Forecasting of Interest Rates 

I have no worthwhile advice to 
give you with regard to taking 
advantage of yield differentials. 
The reasons why spreads vary are 


numerous. Apart from credit 
risks some of the obvious factors 
are the following: the relative 


supplies of new securities of dif- 
ferent categories coming on the 
market: shifts in investor pref- 
erences; changes in the tax status 
of the dominant investors; changes 
in legal eligibility of various 
classes of securities. To me the 
problem of anticipating changes 
in the yield spreads among vari- 


ous classes of securities is as com- 
plex as that of anticipating 
changes in the level and term 
structure of yields. 

I suppose that the principal 
area in which you are most in- 
terested is that between the yield 
on mortgages and the yields on 
long-term governments and high 
grade corporate obligations. Dur- 
ing the past year as you know 
the decline in long-te1 vields 
in governments has fa‘ ed a 
shift into mortgages where the 
rates are relatively stick The 
favor: » differential will rsist 
until yields on long-term govern- 
ments rise. 

Having unburdened 1 lf of 
these general observati now 
turn to the luncheon table spects 
of your mone} ianageme yb- 
lem. At least you do veculate 
conversationally with egard to 
interest rate movement There- 
fore, I shall atte pt to itline 
some of the difficulties fore- 
casting in order to remind you 
that this is an extremel: izard- 


ous occupation. 


Forecasting Interest Rates 

If we assume that a speculator 
wants to mize his future in- 
come, he hold cash or con- 
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fine his investments to short-term 
Cv. gailhlis Waen 11e€ C€xXpccts races 
ly Tice suv Or wy a taige amount. 
Cunveiseiy, he wiil invest in 
longer matur.ties when he expects 
rat_s to tail. ‘The estimate of the 
relative profitability of short- ani 
lOu.g-cclia SECULItLES Gepends on a 
forecast of tfucuce rutes in both 
marke.s. Essential: y the specu- 
lator compares the return tor a 
Ziven long-term investment with 
lae retuin that he thinks can be 
realized in the short mar«et over 
ine san.e term. 

Every forecast implies a theory 
—or at least a presumption—about 
the tu.ure cou.Se of interest rates. 
lt nas been said that ignorance 
presumes where knowiedge is 
umia. What sort of kKnowleage do 
we possess? 

In the tirst place, we have not 
yet aeveloped a incory of interest 


whic lends itself to forecast- 
ing. ‘lhe theoretical literature is 
highly controversial. Moreover, 


ime theories empioy concepts 
wu.ch do not easiuy lend them- 
seives to Statistical measurement 
and testing. Most theories take 
into account in one way or another 
a variety of complex variables. 
The sub.le influence of some of 
these variables, tor example, the 
expectaiions of others in the mar- 
ket, Feaeral srveseive 
and ‘lreasury agevoi manage.uieiut 
policies, can not be evaluated 
quantitatively. 


lhiviitras JY 


Demand and Supply Analysis 

There is a popuiar view which 
hoids thai, since :nterest rates are 
determined by “demand and sup- 
pry,’ forecasis of changes in in- 
terest rates can be made simply 
by aggregating projected demanas 
and suppues o1 toaiuable funas tor 
a gveun period of tuume. Agg:e- 
gative analysis of this type is a 
useful mental exercise wnich puts 
the problem in focus. It affords 
a basis tor judgiuievt as to the 
general direction of events but 
g.ves no precise measurement of 
the amount and timing of changes 
in interest rates. By definition, 
“investment” always equals “sav- 
ings,” “borrowing” always equals 
“lending,’ “uses” aiways equals 
“sources of funds. The completed 
projection does not itself indicate 
the rate of interest which will 
equalize either the demand and 
suppiy of loanable funds, the uscs 
and sources of funds, or the de- 


mand for and suppiy of money. 
On the contrary, scme assumpt on 
concerning interest rates is im- 
plicit in these models. However 
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models which are constructed ex 
ante on tne basis ot planned in- 
vestme.t, cGaisumption and savings 
Wiss tutsitac’ wie 1naBalruae of ihe 
“gaps’ wuich musi be ciosed in 
time througa economic adjust- 
ments of all kinds incluuing 
CiuauBeS i isCTeS. Tac@S. sai pru- 
jectea demands are greater toan 
projectea suppues, raccS Will rise 
anu, CONVErs..y, 11 suppiy exceeas 
demand rates w.ll fail. However, 
such an ove:-simplitication of the 
problem is of litue neip in fore- 
casting the timing ana tne degree 
of chaige in interest rates. 

Time does not permit me to 
analyze ail of the components of 
the demand and suppiy tor tunds 
nor to discuss how they may shift 
in response to income, prices and 
interest rates. In general, demand 
appears to be a more unstable 
factor than the supply of private 
savings, a higa proportion of which 
is now of an automatic or semi- 
aucomatic nature. Consequently, 
prospect ve~changes in demand 
are the important clue to changes 
in rates. The most critical com- 
ponent in the supply of “loanable 
funds” is that furnished by the 
banking system. This supply can 
be increased or decreased by the 
action of the central bank. The 
important tact is that changes in 
the money sup»vly caused by cen- 
tral banking operations indirectly 
procuce changes in the flow of in- 
come an hence, in the amount of 
“savings.” 

Forecasting From the Structure 

“Of Rates 


The considerations thus far 
mentioned have dealt with the 
general level of interest rates, an 
abstract concept. Until recently 
little attenfion was paid by the- 
oretical writers to the structure of 
rates, it being assumea wnat the 
whoie itamiiy of inierest rates 
moved together. With the pro- 
nounced changes which occurred 
in the early 1930’s in the term 
structure of rates, short-term rates 
falling well below long-term rates, 
varicus writers focused attention 
on the factors that determine the 
relationship between short-term 
and long-term rates. A _ satisfac- 
tory theory of the term structure 
of rates would help to forecast 
bond yields if it were possible to 
lay down precise rudies regaruing 
the interreiationship of short and 
long rates. However, such rules 
can be evolved only upon real- 
istic assumptions regarding the 
behavior of borrowers and lenders. 

Disagreement and confusion ex- 
ists on the following points: 


CHART | 


(1) the “normal” structural re- 
lationsn.ip bevween snort aad long 
rates; 

(2) the future movements of 
rates that are implied by a given 
term structure; and 

(3) the casuai relationship of 
short to long and of long to short 
rates. 


Various attempts have been 
made to explain the term struc- 
ture of raves. Three lines of ap- 
proach are worth mentioning: 


(1) The so-called “modern” ap- 
proach, which originated w.th 
Irving Fisher, interprets long- 
term rates as averages of short 
rates, in other words, relates pres- 
ent long-term yields to the ex- 
pected course of future short-term 
yields. A term structure in which 
short rates are currently below 
long rates implies that future 
short-term rates will rise. Con- 
versely, a term structure in which 
short rates are above long implies 
that short-term rates will fall. 

(2) The liquidity preference 
theories, propounded by Keynes, 
and modified by Hicks and others, 
regard interest as a reward for 
parting with liquidity. Long-term 
securities are less perfect substi- 
tutes for cash since gain or loss in 
the event of forced liquidation is 
greater. Thus, a mildly increasing 
term structure is regaraed as 
“normal” in some sense. When 
short rates are expected to rise, 
the curve will ascend more pre- 
cipitously. When short rates are 
expected to fall, the term struc- 
ture will approach the horizontal! 
type. Only when short rates are 
expected to fall sharply will the 


structure be of the decreasing 
type. 

(5) The institutional approach 
does not appear to regard any 


particular structure as “normal” 
and emphasizes the growing im- 
portance of the role of commercial 
banks as suppliers of funds. In 
general, those who interpret the 
term structure in the light of in- 
stitutional factors stress that the 
preference of borrowers and lend- 


ers is influenced by a variety of 
special considerations such as their 


inability to predict tae trucure 
course of interest rates, che laws, 
customs and precepts of finance, 
all of which canalize funds into 
obligations having specific terms. 

The complexity of the relation- 
ship of interest rates to other eco- 
nomic variables is indicated by 
the failure of statisticians to dis 
cover any s mple pattern of asso- 
ciation and by the controversial 
nature of interest rate theory. 
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There are no empirical or logical 
grounds for believing that bond 
yieids can be forecasted under 
present day conditions by a 
simpie Mainema.ical function. 


Federal Reserve and Treasury 
Policy 

I turn now to the question of 
Federal Reserve and Treasury 
policies with respect io interest 
rates. Since the accord of March, 
1951 Federal Reserve and Treas- 
ury policy has been based on an 
entireiy new set of considerations. 
Theretofore, the main criterion in 
Federal Reserve policy was the 
maintenance of a given level of 
interest rates; the government se- 
curities market was supported 
through open market purchases 
according to a predetermined level 


and structure of yields. Treasury 
debt management policy as a 
practical matter, was aimed at 


borrowing at low cost in market 
supported by the Federal Reserve 
and the usual practice was to re- 
finance maturing obligations at 
very short term. Since March, 
1951, a fundamental reorientation 
occurred. The Federal Reserve 
now pursues a “flexible pol cy. 
While there is some doubt, evcn 
among the Federal Reserve au- 
thorities, about the meaning of 
“flexibility,” it is quite clear that 
no attempt is being made to hold 
fixed any particular level or pat- 
tern of rates. However, policy un- 
doubtedly does seek to influence 
interest rates whatever may be 
said officially about leaving this 
to the market place. The question 
is often asked: What specific fac- 
tors guide Federal Reserve open 
market operations? One answer 
is given in the Record of Policy 
Actions of the Federal Open Mar- 
he, Commilee which are pub- 
lished in the Annual Report of 
the Board of Governors. If you 
look at the 1953 directives you 
will find that open market opera- 
tions are arranged with a view: 

(a) to relating the 
funds to the needs of 
and business; 


(b) to promoting growth 
stability in the economy: 

(c) to correcting a 
Situation in the 


supply of 
commerce 


and 


disorderly 









(1955) 31 


(d) to the practical administra- 
tion of the account. 


Bear in mind that 1953 was a 
year in which policy went through 
a complete reversal. Of the four 
points enumerated above only the 
wording of (b) was changed. In 
March this clause read “to exer- 
cise restraint upon inflationary 
developments”; in June, “to avoid 
deflationary tendencies without 
encouraging a renewal of infla- 
tionary developments”; in Sep- 
tember, “to avoiding deflationary 
tendencies”; and in December, “to 
promoting growth and _ stability 
in the economy by actively main- 
taining a condition of ease in the 
money market.” Although the 
policy record of 1954 has not yet 
been published, I presume that the 
policy objective is still to main- 
tain a condition of ease in the 
money market, but just how ac- 
tively is open to question. 

The question, “how actively?” 
is an important one. Policy may 
assume a certain direction yet the 
intensity and vigor with which it 
is carried out will depend on eco- 
nomic, and, I mignut add political, 
developments. The Federal Re- 
the 


serve may sail same course 
yet at times sail closer to the 
wind. I do not mean to cast any 


aspersions upon the motives of the 
authorities, but merely to suggest 
that they are subjected to strong 
partisan pressures and, being 
human, may be unconsciously in- 
fluenced by them. Indeed, some- 
times they must feel a sene of 
frustration. There is a story that 
a banker, for that matter he may 
have been an insurance company 
official, stopped in to compliment 
the Federal Reserve Board on a 
magnificent job it had done in 
keeping order in the economy 
through easing credit, a_ policy 
which, of course, had helped to 
advance the prices of governmen 
securities. “Now,” he said, “thc 
next job you really need to tackl: 
is that of doing something to rais« 
yields.” 

In the every-day execution o 
policy some judgment has to b 
made as to the amount of Feder: 
Reserve credit to be released o 
withdrawn well as the tech 
nique by which it will be release 


as 
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Money Management Problems— 


P wwe for the Interest Pattern 


a#r withdrawn and these decisions 
@ave a very direct bearing on the 
@ehavior and structure of interest 
«ates. 

Wow the forecaster of interest 
sate changes may have in mind 
@ne basic policy as gleaned from 
wn earlier published record or 
from more recent speeches or 
statements by officials, yet he also 
tmows that policy can change and 
that in the past it has sometimes 
ajeeen changed without any official 
#nnouncement to that effect and 
«na a few occasions in the face of 
an officia! denial, e. g., June, 1953. 
Usually, the announcement is am- 
Miguous. Consequently, he suffers 
from an occupational disease—a 
%ind of statistical myopia. As one 
commentator has described it, 
some persons “are able to discern 
4nd to identify such delicate 
gradations in the scale of credit 
contro] that they are able, on the 
basis of a single week’s monetary 
statistics, to detect a change in 
gurrent policy.” The warning is 
What “too close a scrutiny of small 
mevelopments in money factors, 
4nd too much importance assigned 
fo small and short-run changes, 
ynay sometimes prevent observa- 
tion of the policy picture as a 
wvhole.”’ (Robert Van Cleave, C. F. 
Whilds and Company, Review 198, 
Mug. 30, 1954.) 

For better or worse the fore- 
caster must rely in his daily work 
ampon an interpretation of the pub- 
#ished weekly statistics of Federal 
Reserve operations. It is impor- 
tant to recognize that weekly net 
changes sometimes do not give a 
true picture of what may have oc- 
cvrred. Daily averages are pub- 
fished only for member bank re- 
serves and member bank borrow- 
ing. A much more important con- 
sideration is the fact that the Fed- 
eral Reserve authorities are hu- 
enan beings capable of miscalcu- 
Yation and error. Those of you 
mo are familiar with the variety 
«f factors affecting member bank 
seserves know how difficult it is 
fo project month-to-month or 
week-to-week, let alone daily 
changes in such factors as cur- 
wency, gold, float, and required 
reserves. Some of these changes 
are often ephemeral. The result 
is that at times the Federal Re- 
Serve may release or withdraw 
snore funds than it intended. 

It should be recognized that the 
®ederal Reserve may also miscal- 
culate the reaction of the market. 
4s one official expressed this, with 
respect to the spring of 1953, “Our 
éechnical judgment of the money 
supply was right but our projec- 
tion of expectations of the com- 
emunity and its interpretation of 
policy was wrong.” Policy execu- 
tion is sometimes caught in a vi- 
tious circle of guessing the mar- 
ket’s reaction while the market 
és trying to guess the Federal Re- 
serve. 

It is important to recognize that 
fhe basic direction of monetary 
and credit policy is not changed 
wery often. True, adjustments are 
continually being made for sea- 
sonal influences and for changes 
am the climate of the market but 
the basic direction of policy is not 
often shifted. In retrospect, the 
turning points are relatively 
few and correspond with major 
Mhanges in the cycle of business, 
even though belatedly. 

Finally, the technique by which 
Federal Reserve credit is released 
or withdrawn may itself have a 
decided impact on the structure 
of rates. For example, it has been 
the policy of the Open Market 
Committee to confine its transac- 
tions to Treasury bills. Time does 
mot permit me to discuss the the- 
oretical aspects of the controversy 
between those who advocate that 
the Federal should limit its opera- 
tions to Treasury bills and those 


who favor market intervention on 
a broader scale. However, as a 
practical matter the result of con- 
centrating the withdrawal and re- 
lease of funds in the short-term 
sector of the money market is to 
intensify fluctuations in short- 
term money rates, particularly 
when errors are made in estimat- 
ing seasonal needs. 

Although we do not know pre- 
cisely what guides a Federal Re- 
serve “money manager” in his 
day-to-day occupation, we do 
know from observation of results 
that he has been paying attention 
to level of “free reserves,” that is, 
the difference between member 
bank excess reserves and membe! 


bank borrowing. Chart No. 3 
shows the upward movement in 
free reserves since the policy of 


active ease was adopted in mid- 
1953. It also shows fairly high 
correlation with the movement of 
the Treasury bill rate. Chart 4 
shows the fluctuations of the Fed- 
eral funds rate, a more sensitive 
measure of the “free reserve” po- 
sition. Chart 5 shows that the de- 
cline in short-term rates has been 
relatively greater than for long- 
term rates, reflecting the impact 
of Federal Reserve operations in 
Treasury bills. Chart 2 affords an 
interesting comparison for certain 
dates of the term structure of 
yield on government securities. 
Treasury Policies 

The reorientation in March, 1951 
in Federal Reserve policy, which 
I mentioned earlier, could not have 
been accomplished without the 
ccoperation of the Treasury. On 
its part the Treasury is now will- 
ing to pay the going rate for 
mcney without prejudice to Fed- 

eral Reserve credit policy. At the 
same time, it has endeavored to 
reconstruct the government debt 
by spacing maturities with less 
frequency than formerly and oc- 
casionally, depending on the gen- 
eral business outlook and money 
market conditions, has attempted 
to lengthen the average maturity 
of the debt. 

Treasury borrowing policies 
have a pronounced influence upon 
the structure of interest rates. 
Borrowing operations of any kind, 
not merely efforts to fund the 
debt, are competitive. True, the 
Federal Reserve does endeavor to 
cushion the seasonal influence of 
Treasury demands but it can 
never entirely neutralize their ef- 
fects. I am sure you are aware 
of the pronounced seasonal swing 
in Treasury receipts. Even though 
the cash budget may be approxi- 
mately balanced on a fiscal year 
basis, a large deficit, about $8 
billion, now occurs in the six 
months July-December and a cor- 
responding surplus from January 
to June. Although tremendous 
technical improvements have been 
made in the tax collection system 
as well as in short-term borrow- 
ing techniques, which minimize 
the money-market impact of sea- 
sonal fluctuations in the Treas- 
ury’s cash flow, it is impossible to 
eliminate altogether the alter- 
nating impact upon the money 
market of the Mills plan which 
requires corporate taxes to be 
paid in the first half of the calen- 
dar year. The Revenue Act of 
1954 contemplates an eventual 
return to a system of equal quar- 
terly payments but in the mean- 
while the money market must 
bear the burden of adjustments 
which arise from the awkward 
timing of Treasury receipts. 

Another aspect of 
policy has to do with debt man- 
agement and with efforts to 
lengthen the maturity of the debt. 
The Treasury's announced policy 
is “to manage this inheritance of 
debt in such a way as to contrib- 
ute to neither inflation nor defla- 
tion, but to stability.” This has 


Treasury 
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meant pursuing financing policies 
consistent with Federal Reserve 
credit policies, which implies 
lengthening the debt in periods of 
credit restraint. The first experi- 
ment was the 344% bond of April, 
1953. While it is true, as claimed, 
that in eight out of 10 major fi- 
nancing operations since the Ad- 
ministration took office, steps 
have been taken to lengthen the 
debt, these steps have not pro- 
duced dramatic results. With one 
exception, viz., the large refund- 
ing of Feb. 15, 1954, these debt 
“lengthening” operations have 
merely arrested the continual 
shortening of the debt that results 
from the passage of time. The 
powerful influence of time is not 
generally appreciated. Although 
the Treasury has continued to em- 
phasize its intention of lengthen- 
ing the debt, the last year has 
seen several postponements of 
long-term financing. This pro- 
crastination may fairly be at- 
tributed to the uncertainties of 
the business outlook and a natural 
reluctance to compete for the 
available supply of long-term 
money. 

There never seems to be an ap- 
propriate time to fund the debt. 
Progress in this direction will be 
very modest. One difficulty lies 
in the differential between the 
yields on mortgages and long-term 
government securities. The ten- 
dency of the insurance companies 
to switch from governments to 
mortgages makes it difficult to find 
a market for long bonds. This illus- 
trates the inherent conflict be- 
tween a policy of easy money and 
a policy of lengthening the gov- 
ernment’s debt. On the other 
hand, in periods of rising business 
and rising interest rates the dif- 
ferential between mortgages and 
governments tends to close and 
the result is to squeeze the sup- 
ply of mortgage credit with con- 
sequent popular dissatisfaction. 


Conclusions 


What I have said up to this 
point hardly lends itself to a posi- 
tive set of conclusions that will 
solve your money management 
problems. What you really want 
to know is what is going to hap- 
pen to interest rates and all I’ve 
done is to show how complex the 
problem is. For what they may be 
worth I offer the following con- 
clusions: 

(1) The long-run outlook. Al- 
though the long-term rate has 
turned upward in the postwar 
peiiod, I doubt that this trend will 
be sustained over a long period 
of years, as, for example, it was 
from 1900 to 1920, or that we will 
return to the relatively high levels 
prevailing in the 1920’s. I expect 
that as heretofore rates will rise 
in periods of expanding business 
but upward pressure on rates will 
be tempered by the following fac- 
tors: the increasing mobility of 
funds; the increasing competition 
among lenders and among various 
classes of institutional investors; 
and the popular bias toward easy 
money; political and partisan 
pressures for easy money; and the 
reliance upon monetary policy as 
a main instrument of economic 
stabilization. 

(2) Over the next several 
months interest rates may tend to 
work slightly higher due to sea- 
sonal and other influences. How- 
ever, unless a sustained business 
upturn occurs, rates will again 
ease due to weaker overall de- 
mand for credit in relation to the 
supply of loanable funds. 

(3) At the present moment the 
spread between short-term and 
long-term rates appears abnor- 
mally wide even though the gap 
has narrowed since mid-year. If 
the level of rates rises the term 
differential will become smaller. 

(4) Without doubt, short-term 
rates will continue to fluctuate 
more than long. 

(5) Rate differentials are likely 
to undergo significant shifts. This 
is inevitable in a dynamic econ- 
omy where monetary policv and 
fiscal policy attempt to play a 
stabilizing role. 


Continued from first page 


As We See It 


the left—or what could and probably would be inter- 
preted as such—is conspicuous by its absence. The Presi- 
dent and his Administration have again and again and 
again avowed a middle-of-the-road philosophy. We are 
not certain what this middle-of-the-road adjective means, 
certainly not when it is applied to complex social and 
economic problems, but it is obvious that while the Ad- 
ministration has certainly not returned to the paths laid 
out by the founding fathers, neither has it been led off 
into the extremes of the New Deal and the Fair Deal. 


“Advanced” Thinkers 

It is clear, however, that the President has a number 
of advisers around him who lean much more in the direc- 
tion of “advanced” thinking and socialistic programs than 
does the Chief Executive himself. Fears had existed in in- 
formed quarters that a sharp or dramatic change in the 
apparent bent of the voters last week toward the Demo- 
cratic party would give these advisers a much stronger 
influence upon the President, and result in something 
close to a revolution in the nature of the Republican pro- 
gram as developed and proposed by the White House. 

There has been no such dramatic sweep in favor of 
the Democratic party or in favor of the elements in the 
Republican party which lean in the direction of semi- 
socialistic programs. Neither do the returns suggest that 
such determination as was displayed to defy the seekers 
after largesse or special favors hurt the Administration 
at the polls. Here and there in districts specially devoted 
to some doctrinaire position on this or that issue, or di- 
rectly affected by some decision made in Washington, 
effects of this sort might possibly be traced—at least by 
those who wish to find them there. But by and large, the 
voters displayed a marked indifference to pleas for a 
round condemnation of the Administration on such 
grounds as these. 

Reports have from time to time of late been seeping 
out of Washington to the effect that dramatic steps would 
be taken by the Administration to “make 1955 and 1956 
the best in our history.” It has appeared that such state- 
ments were to be interpreted as meaning that steps such as 
would have been taken by the New Deal or the Fair Deal 
were in preparation, and that reliance would be placed 
upon them to stimulate activity during the next two years 
or so. Some of these reports have persisted in one degree 
or another since the returns were in last week. It would, 
of course, be ‘“‘normal” for the President and his advisers 
to make strong efforts to lay a good basis for the cam- 
paigning in 1956. Any other course could hardly be ex- 
pected. Doubtless the majority in Congress will have the 
same sort of objective before them. But, so far as the 
Eisenhower Administration is concerned, if the course of 
action during this period takes on the aspect of a New 
Dealish effort to lift ourselves up into the stratosphere 
by our own boot straps, it would certainly have to find 
support somewhere other than in the election returns of 
this year. 

Expensive Projects 

The President with all his effort to get the budget 
well in hand, has from time to time shown some disposi- 
tion to undertake projects which in the long run could 
hardly fail to prove a real burden upon the Federal Gov- 
ernment. His broadening of the so-called social security 
program and the raising of the benefits thereunder is 2 
case in point. His health program (which he says he is 
planning to try once more to persuade Congress to accept) 
is not free of this infirmity. He has wanted to put a good 
deal more public money into housing than is called for 
under the program he was able to persuade Congress to 
adopt earlier this year. The President himself has been 
instrumental in drawing large plans for road building and 
other public construction for the years immediately ahead. 


If the election returns are read with care, he and 
his advisers will keep all such plans and programs within 
reasonable limits, or so it seems to us. Of course, there 
are now in Congress as there were before the elections 
this year, a number of individuals who would spend and 
spend and spend (and doubtless hope to elect and elect 
and elect if not to tax and tax and tax) in part at least 
for the purpose of keeping the economic pot boiling (per- 
haps even boiling over). Some of them were on record in 
this matter when they went before the voters this year. 
Possibly in some instances a rather strained interpretation 
of the election results might yield some evidence that 
voters approved of such procedures, but any such evidence 
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on a national scale is lost in much that is contradictory 


and more that is confused and uncertain. 


Nor is there good reason to believe that the returns 
in those districts where Democrats were elected or re- 
elected suggest that the vast majority of that party are 
eager to launch this country upon any such extreme cam- 
paign as is thus suggested. It must never be forgotten that 
the Democratic party has its Byrds and its Georges and 
its Russells as well as its followers of Roosevelt and Tru- 
man. It would appear to us that, politically speaking, 
there is no more in the situation now to drive the politi- 
cians in this direction than there was prior to the election. 
If the politicians concur in this judgment of the situation, 
the general public has a good deal to be thankful for in 


this year of our Lord, 1954. 


—__ 
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Economists Predict 
Moderate Business Upturn 


the current figure which is fluctu- 
ating close to 110. 


COMMENTS: See “Cost of Liv- 
ing” above. 
IV 


Hourly Wages 


The economists were asked to 
State whether they thought the 
trend of hourly wages would be 
up or down in durable, nondur- 
able and building construction in- 
dustries. The vast majority pre- 
dicted an upward trend for all 
three industries, as follows: Dur- 
able: up, 132; steady, 13; down, 35; 
no answer, 6. Nondurable: up, 
139; steady, 15; down, 27; no 
answer, 5. Building: up, 129; 
steady, 18; down, 36; no answer, 


COMMENTS: “Costs will rise 
due to increased hourly wage 
rates at a more rapid rate than 
increases in productivity. Com- 
petition in the lines I know about 
is keen. Nothing in sight to re- 
duce edge. Consequently price 
trend will not rise.” ... “The 
changes indicated for average 
hourly wages and average weekly 
hours will be very slight and, 
of course, will tend to balance out 
in average weekly earnings.” .. . 
“A continued inching up of wage 
rates is likely to sustain finished 
goods prices despite severely 
competitive conditions in many 
industries.” ... “Increase largely 


hidden.” 
Vv 
Weekly Hours 
Again the respondents were 


asked to indicate expected trends 
in durable, nondurable and build- 
ing construction industries. Here, 
however, the forecast showed no 
such pronounced upward trend. 
The forecasts for hours in tne 
durable and nondurable industries 
were nearly equally divided be- 
tween up and down, while a large 
majority expected hours in build- 
ing to drop. The results were as 
follows: Durable: up, 84; steady, 
21; down, 76; no answer, 5. Non- 
durable: up, 81; steady, 26; down, 
73; no answer, 6. Building: up, 49; 
steady, 36; down, 91; no answer, 
10. 

COMMENTS: “I expect drive 
for shorter work-week at same 
(40 hours) pay to intensify in 
second half of 1955. No signifi- 
cant change pending decision on 
above.” . “35-hour week will 
be discussed.” .. . “Very little in- 
crease in overtime in 1955. Trend 
will be ‘up’ but not a big ‘up.’” 

VI 
Industrial Production 

The economists on the panel in 
general predict a steady rise in 
the Federal Reserve Board’s sea- 
sonally adjusted index of indus- 
trial production. During recent 
months the index has remained 
steady at about 124. The median 
expectation of the economists is 
for an index of 127.1 at the end 
of this year, 129.7 in the middle 


of 1955, and 130.9 at the end of 
1955. This would be an increase 
of a little more than 5% over 
the current rate. There was a 
high degree of unanimity as to 
the direction the index would 
take; 87% of the economists felt 
that the trend would be upward. 


COMMENTS: “Defense produc- 
tion would seem to be with us 
for the long pull at levels as high 
or higher than today.” ... “Ac- 
tivity will continue to be sus- 
tained by government spending.” 
... “The automobile industry is 
not likely to have a better year in 
1955 than in 1954.” ... (After cit- 
ing several favorable factors.) 
“Such a pattern of developments 
might not, however, result in at- 
tainment during this period of 
the earlier peak level of industrial 
production since outlays for serv- 
ices are assumed to rise substan- 
tially from mid-1953 to the end 
1955. Manpower and industrial 
resources would be ample in this 
pattern.” 


vil 


Plant and Equipment 
Expenditures 


The economists in the survey 
took a moderately pessimistic 
view of the prospects for new 
plant and equipment expendi- 
tures. Such outlays tetalled $28.4 
billion last year and are currently 
estimated at $26.7 billion for 1954. 
The median expectation of the 
economists for next year is $26.0 
billion, a drop of somewhat less 
than 3% below this year. Exactly 
three-fourths of the panel pre- 
dicted a drop below the 1954 
level, and a substantial number of 
these (70) forecast outlays of $25 
billion or less next year. 


COMMENTS: “Plant and equip- 
ment expenditures may be down 
about 10%.” . . “Business will 
not pick up this fall because of 
the rate of investment in plant 
and equipment will not be main- 
tained during the last two quar- 
ters of this year. Furtherfore, 
expectations for investment in 
plant and equipment in 1955 will 
prove disappointing.” “In- 
dustrial construction and equip- 
ment purchases may decline 
slightly from present high levels.” 

. “I am somewhat disturbed, 


however, about the outlook for 
investment in new plant and 
equipment for 1955. There ap- 


pears to be a falling off at the 
moment in inquiries looking to 
such borrowing for the first half 
of next year.” 

Vill 
Construction 

The survey called for estimates 
of monthly outlays for new con- 
struction as measured by the 
U. S. Departments of Commerce 
and Labor. The economists in 
the panel were fairly well agreed 
on relative stability in construe- 
tion outlays, with 137 forecasting 
a rate at the end of 1955 within 
7% above or below the $3.0 bil- 


New 


lion a month average for the first 
half of 1954. Most predicted a 
slight rise in the second half of 
1954 (median $3.1 billion a month) 
followed by a slight drop in the 
first half of next year (median 
$3.0 billion a month) and a fur- 
ther slight drop in the second 
half of 1955 (median $2.9 billion 
a month). This would mean a 
monthly rate at the end of 1955 
about 3% below the rate in the 
first half of 1954. 


COMMENTS: “Construction, 
bolstered especially by public ex- 
penditures in highway, educa- 
tional, and sewer and water con- 
struction, should remain about 
stable.” ... “SBuilding must face 
the threat of cyclical decline be- 
fore too long, I feel.” ... “The 
construction industry should be 
able once again to give a good 
account of itself.” 


IX 


New Housing Starts 


The economists generally ex- 
pect a slight decline in the num- 
ber of new non-farm housing 
units started next year. Such 
starts averaged 95,250 monthly 
during the first half of 1954. The 
median expectation of the panel 
is for a monthly average of 95,- 
000 during the second half of 
1954, 94,000 during the first half 
of 1955, and 92,000 during the 
second half of 1955. These esti- 
mates would give a total of 1,141,- 
500 starts this year, and 1,116,000 
next year, a drop of about 2%. 

COMMENTS: “More money to 
spend and trend toward heme 
ownership is a factor in favor of 
residential construction.” ... “I 
do not anticipate that the lower 
loan requirements of the 1954 
Housing Act will prove effective 
except in certain localities.” . . 
“Housing starts up perhaps 10% 
or more due to new legislation 
and easier credit. A decrease 
seems to be out of the picture 
for 1955.” 


x 


Personal Consumption 
Expenditures 


In line with their expectations 
for increased gross national prod- 
uct and industrial output, the 
economists surveyed expect that 
personal consumption e x pend i- 
tures will rise slightly in 1955. 
This would be a continuation of 
the steady rise which has pre- 
vailed for many years, although 
at a much less rapid rate of in- 
crease. During the second quar- 
ter of 1954 personal consumption 
expenditures were at an annual 
rate of $233.1 billion. The econ- 
omists’ median expectation is that 
this rate will average $233.2 bil- 
lion during the second half of this 
year, and that such expeditures 
will amount of $234.3 billion in 
1955. This increase of less than 
1% above the second quarter of 
1954 is so small as to be classed 
as virtual stability, but a general 
feeling of strength was reflected 
in the fact that only a few of the 
economists (19) forecast a 1955 
drop of more than $3 billion, 
while a far larger number (42) 
predicted an increase of more 
than $3 billion. 

COMMENTS: “Very stable. 
Consumers still have vast reserves 
of liquid assets. Birth rate is 
still high, indicating great con- 
fidence in the future on the part 
of our young people.” ... “With 
pension plans, insurance and job 
security people will probably 
tend to spend more of current 
income.” . . “The consumption 
power of a growing population 
and new economic areas should 
provide sufficient forward mo- 
mentum as offsets to a temporary 
catching-up of capital investment 
programs and conservative in- 
ventory policy.” ... “Demand for 
goods and services for nearly 2,- 


750,000 new Americans is being 
generated annually.” ... “Though 


household formations will be 
down because of basic population 
factors the favorable financial 
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Trust Services and 
The American Economy 


multiply in achievement has been 
the response of our people to the 
freedom and opportunities given 
them. 

We have merely sketched a few 
of the mileposts of America’s re- 
markable industrial development. 
Some one has estimated that if 
we were willing to accept the 
standard of living of 1870, most 
of us could probably achieve it 
today with a five-hour week. 
What sober-minded person look- 
ing back over history would have 
volunteered tg piun such an in- 
credible program of progress? 
What a vast and inspiring inter- 
play of economic forces has stead- 
ily and surely, and often phenom- 
enally, charted the economic 
progress of the nation! The mil- 
lions in America have been helped 
to a security and a richness of life 
not approached by any people, 
in any land, in any age. 


Growth of Trust Companies 


In the early days of the nation’s 
history, the trust business was 
small and was combined with in- 
surance and the granting of annu- 
ities. Between 1820 and 1840, we 
had the origin of trust company 
service. The trusts accepted were 
apparently not actually trusts but 
were more like time deposits. The 
beneficiary did not receive income 
from that fund but from his share 
of the income of all the funds of 
the company. 

Of the trust companies char- 
tered to do business between 1820 
and 1840, only three survived 
under any name, and not one to- 
day under its charter name. It 
was almost 1900 before trust com- 
pany services began to achieve 
real stature and prestige. It took 
time for a new nation without 
capital gradually to save and 
build its productive capacity 
so it could produce $350-billion 
annually in goods and services. 
It took time to build a banking 
system from three banks to 15,- 
000 banks with deposits of $200- 
billion. It took time to build a 
nation from 3,900,000 inhabitants 
engaged largely in agriculture to 
a nation of 162-million persons 
with the greatest industrial plant 
in the world with over 60-million 
workers. It took time to build a 
nation with 90-million owners of 
life insurance, 12-million persons 
covered by pension plans, 53- 
million with savings accounts, 
814-million owners of shares in 
private and public corporations. 
and with approximately 90% of 
all families now having some 
form of savings or investment. But 
it was accomplished, and it has 
created wealth and property so 
vast in size that trust services are 
imperative if the economy is to 
function efficiently and if men 
are to plan intelligently for their 
futures and provide for their 
families. 

A thoughtful and objective an- 
alysis of the economic growth of 
the country clearly indicates that 
we are only at the beginning of 
the important role which trust 
services are to take in the future. 
There are no authentic statistics 
revealing the assets which are 
now under your management and 
direction. Estimates have been 
made that personal trust depart- 
ment assets in 1912 totaled $3- 
billion: in 1933, $25-billion; in 
1949, $50-billion; and in 1953, $75- 
billion. The number of personal 
trust accounts in national banks 


position of the consumer, coupled 
with his good income outlook, and 


population growth, should just 
about take up this slack. Per- 
sonal consumption exvenditures 


should, go ahead — with non-du- 
rable goods faring better than du- 
rablées.” 


increased from approximately 
94,000 in 1932 to over 184,000 ia 
1952. 


Other estimates indicate that is 
1949, trust department assets in- 
cluded approximately 6% of alk 
government bonds outstanding, 
almost 10% of the foreign and 
domestic corporate bonds out— 
standing, and over 15% of all do 
mestic stock outstanding. Those 
who are familiar with trust de 
partment operation would preb- 
ably agree that at least some of 
these figures are an understate— 
ment. Moreover, the figures do 
not include many other types of 
property whose administration 
you supervise and the responsibi)- 
ity for which is great. 

A review of the growth of truss 
services should include the rapid 
development of pension and prof-- 
it-sharing trusts. Prior to Wort& 
War II, there were approximateky 
1,500 pension plans in the United 
States covering about 700,006 
workers. Today, it is estimated _ 
that there are over 20,000 plane ’ 
covering some 12-million employ-- 
ees. Pension fund assets have in 
creased during this period frore 
$750-million to over $17-billiore. 
The annual inflow of new money 
is estimated to exceed $2-billion. 


Among the responsibilities you 
assume in handling these funds 
is the obligation wisely to con- 
serve the savings of millions ef 
American workers through soun® 
investment policies and to reduee 
the ultimate cost of the funds ace 
much as possible consistent witt 
safety. 


The Possible Growth of 
Pension Trusts 


The possible growth of pension 
trusts in the years ahead is illus- 
trated by recently projected est? 
mates for 1960. The total estl- 
mated working force in the 
United States for 1960 is 68% 
million persons, with pension 
coverage for 22-million workers 
—nearly twice the number covered 
today. 

The management and superv?- 
sion of the vast properties and 
funds of which you are the 
stewards place upon you social 
and economic responsibilities of 
unusual magitude. In addition, 
you are the financial inter- 
mediaries for millions of savers 
and for those who use the fundsjo 
You determine the industrial and 
business channels into which @2 
large volume of investment funds 
flows. By strict and wise invest- 
ment decisions, you make it im- 
perative for businesses to operate 
efficiently before they can expees 
you to direct funds into their 
enterprises. That is a constructive 
discipline in an economy. 

Over and above these functions 
in a free society where men may 
acquire, manage and dispose of 
property, you perform a sti 
higher service. By discharging in- 
telligently your great respons - 
bilities, you play a vital role hm 
helping an economy of free enter- 
prise and private property te 
exist and to function effectively 

In a world where men and na 
tions are being compelled relent- 
lessly to choose between freedom 
of enterprise and government 
control, between the rights of in- 
dividual men and the encroaching 
powers of the state, and between 
private property and state owner- 
ship, the competency with which 
vou meet your responsibilities 
may have far reaching and dec 
sive results. 


Laird, Bissell Adds 


Special to Tue Financia, CHronicre) 


NEW HAVEN, Conn.—Martim 
J. DeGennaro has become con- 
nected with Laird, Bissell & 


Meeds, 44 Whitney Avenue. 
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Export-Import Bank Portfolio 
Sales to Investors Urged; 
Export Credit Guarantees Ready 


collateral for the private issuance 
and sale of directly participating 
obligations. The “Advisory Com- 
mittee” document stated that the 
latter procedure “has many ad- 
vantages of economy over the 
practice of selling individual loans 
at a wide adverse differential over 
going Treasury rates.” 

To this 


implement 


scheme a 
non-proiit management corpora- 
tion would be established—either 
by private investors or by the 


Bank itself—and the new corpora- 
tion in turn would establish a col- 
lateral trust or trusts. In these 
trusts there would be deposited 
with “Eximbank’s” guaranty for- 
eign and domestic obligations now 
held in the “Eximbank’s” loan 
portfolio. The next step would be 
to borrow from the investing pub- 
lic and to return the funds so bor- 
rowed to the U. S. Treasury. As 
the management corporation re- 
geives securities from the “Exim- 
bank’s” loan portfolio, the cor- 
poration, under this plan, would 
simultaneously do the following 
six things: 

(a) Subject to the receipt of the 
proceeds from the sale of its own 
obligations, purchase obligations 
due to and guaranteed by the 
Bank at par plus accrued interest, 
in successive principal amounts 
aggregating ultimateiy the Bank’s 
entire portfolio (now $2,750,000,- 
000) plus such additional portfolio 
items as may later become avail- 
able through its future lending 
operations. 

(b) Deposit such portfolio items 
in the collateral trust. 

(c) Issue its own collateral trust 
obligations at maturities approxi- 
mating those of the obligations 
purchased from “Eximbank” and 
most economically marketable in 
the light of interest rates, maturi- 
ties and Treasury policies. 

(d) In full conformance to 
SEC standards, even though SEC 
registration should not be re- 
quired, publicly offer its own ob- 
ligations at prices reflecting the 
lowest possible yields. 

(e) Sell its obligations, through 
a large group of investment bank- 
ing firms acting as selling agents, 
to insurance companies, banks, 
trusts and other private investors. 

(f) Require the trustee to pay 
to the “Eximbank” the difference 
between the income received on 
the obligations purchased from 
the “Eximbank” and the interest 
paid on the collateral trust obli- 
gations sold to the public, minus 
predetermined expenses. 


The timing of sales of the Ex- 
port-Import Bank portfolio securi- 
ties to the new corporation and 
the corresponding public offering 
of the collateral trust obligations 
would be determined ty the “Ex- 
imbank” after consultation with 
the Treasury, with due regard to 
the effect on the market for 
Treasury obligations. 

The merits of the p'an, accord- 
ing to the explanatory document, 
would be the return to the Treas- 
ury of the money represented by 
the Bank’s loans presently out- 
standing, relieving the Treasury of 
future drains on account of “Ex- 
imbank” lending and the tapping 
of private investment resources 
for such purposes. The “explana- 
tion” in the document pointed 
out that, although the “Eximbank”’ 
has had the guaranty power all 
along, it has used it but seldom 
and then only in connection with 
individual loan placement which— 
the Committee added — has been 
“awkward, wasteful and unneces- 
sary,” whereas the U. S. Treasury 
has already established a more 
economical and efficient pro- 


cedure, as is evidenced by the FHA 
finance methods. The latter avoid 
drain on the Treasury 
as encroachment on thx 


a Casa 


as 


we ] pub- 


lic debt limit. 

As an instance of “awkward 
wasteful and unnecessary” use ol 
the Export-Import Bank’s guar- 
anty power in the past the Ad- 
visory Committee cited as a “typ- 
ical instance” the $50,000,000 15- 
month 34» cotton credit to Japan 
last vear.2. This loan the “Exim- 
bank” privately placed with a 
group of 14 commercial banks 


with its guaranty, on a basis yield- 
ing ihe commercial banks 3°7. At 
the time of the placement the go- 
ing rate for U. S. Treasury ob’‘i- 
vations for the same maturity was 
9°. *Thus.” the Advisory Com- 
mittee explains. 
banks then possessed the eusranty 
the equivalent of a U. S. Treasury 
obligation, receiving a return 50° 
in excess of the return obtainable 
by buying a direct U. S. Treasury 
obligation.” 

The 50% 


“clearly. t-e 


differential in interest 
return is explained by the fact 
that the guaranteed obligation, 
while negotiable, was not readily 
marketable: but this meant an 
extra burden on U.S. taxpayers in 
financing ‘““‘ximbank’s” opera- 
tions. At the same time the com- 
mercial banks involved in the 
transaction privately negotiated 
with the “Eximbank” were in a 
favored position as compared with 
others in the investment commun- 
ity. If the plan is adopted, its 
sponsors Claim, it will be the “first 
penetration, however indirect,” of 
private capital markets here by 
foreign borrowers “exclusively 
through American institutions as 
contrasted with the International 
Bank.” 

One hears that the plan—initi- 
ally, at least—appealed not only to 
Secretary of the Treasury Hum- 
phrey, but also to Milton Eisen- 
hower—who last year surveyed 
Latin America for his brother— 
and to the President himself, who 
has more than once been called 
upon to make a decision with ref- 
erence to “Eximbank” loans. If 
the plan is put into effect a $300 - 
000,G00 tranche of “Eximbank” 
loan items may comprise the in- 
itial step. This, it happens, is just 


the original amount of the 1953 
“Eximbark” loan to Brazil. The 
First Boston Corporation is re- 


ported by one of the plan’s backers 
to be actively studying the forma- 
tion of a nation-wide svndicate 
and will be ready to go into gear 
if and when the light turns green. 
That investment corporation has a 
large interest in the bonds of the 
International Bank for Recon- 
struction and Development and 
the public cffering thereof. 

But, before the light can turn 
green, objections from within the 
Treasury and the Export-Import 
Bank will have to be overcome. 
These hinge mainly on the higher 
interest rate needed to finance the 
costs of public marketing, couvled 
with the fact that such pub’ic of- 
ferings would terd to compete 
with Treasury offerings. Urcle 
Sam must be chary about giving 
the investment syndicate anything 
that might be called “too good a 
deal,” but without an adequate 
deal from the investment bankers’ 
standpoint nothing will happen. 


Boiled down, the question is: 
“What price Government guar- 
anty?” 


The plan discussed above is one of 
several moves which either have 
already been made or are still 
under study, designed to restore 





2EIB 


credit. 


reports this as a $60,000,000 
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to the Export-Import Bank the in- 
dependent and effective position 
which it held prior to the advent 
of the Eisenhower Administration. 
Partly, the matter originates with 
pressure from American export 
interests and their banks desiring 


to increase this country’s sales 
abroad with the “Eximbank’s” 
help. And partly, it is another 
evidence of the friction between 
partisans of “Eximbank” and the 
International Bank for Recon- 


struction and Development. Rival- 
ry between the two institutions, 
jealousy and working at cross- 
purposes are repeatedly evidenced 
to close observers. 


The National Advisory Council 


on International Monetary and 
Financial Problems - created in 
Bretton Woods Agreements Act 


of 1945 on the recommendation of 
the American Bankers Association 
precisely to minimize such rivalry 

nredicted by banker witnesses, in 
January of this year formulated a 
heretofore-unpublished statement 
of the principles which the United 
States Government should follow 
with reference to Export-Import 
Bank and World Bank lending 
and related activities. Bearing te 
number 88, that policy statement 
of the National Advisory Council 
is here made public textually for 
he first tine. Although put down 
in black and white only in Janu- 
aly, 1954, the policies contained 
in the statement had been in ef- 
fect since the bevinning of the 
Eisenhower Administration. The 
statement’s chief authorship is at- 
tributed to the Under Secretary of 
the Treasury for Monetary Affairs, 
Mr. W. Randolph Burgess, who, as 
it happened, was the American 
Bankers Association's principal 
spokesman on Capitol Hill during 
the Bretton Woods hearings in 
1945. 


Text of National Advisory Council 
Policy Statement No, 88 
Statement of Principles Governing 
the United States position in re- 
spert to Loans bu the Export- 
Import Bank of Washington and 
The International Bank for Re- 
construction and Development: 


(1) The International Bank 
should be the normal source of 
loans for development projects in- 
volving direct financial obliga- 
tions of a member government or 
governmental agency or its guar- 
antee of the obligations of other 
borrowers. 

(2) The Export-Import Bank 
should not make loans within the 
purview of the International Bank, 
except in special cases, such as 
those in which important interests 
of the United States warrant de- 
parture from the general princi- 
ple, or an additional credit is re- 
cuired to continue the project 
initially financed by the Export- 
Import Bank, or a loan is for the 
development of strategic material 


for importation into the United 
States. 
(3) Loans to private United 


States businesses or their affili- 
ates, without governmental guar- 
antee, may be considered by the 
Export-Import Bank on. their 
merits. 

(4) United States exporter cred- 
its in member countries, at the 
instance of United States sup- 
pliers, involving orders for pur- 
chase of United States equipment, 
may be considered by the Export- 
Import Bank on their merits if 
they are for such transactions as 
would not fit into the normal pat- 
tern of International Bank proj- 
ect lending. In view of the re- 
volving nature of Export-Import 
Bank funds, these credits normally 
Bhould be of short-to-medium- 
term. 

(5) Commodity loans to finance 
the export of United States com- 
modities, short-term in nature, 
may be considered by the Export- 
Import Bank on their merits. 

(6) Loans by the Export-Im- 
port Bank in countries which are 
members of the International 
Bank should be coordinated with 
the International Bank’s lending 


Capehart Comments on Proposals 


WASHINGTON, D. C., Nov. 9.—Chairman Homer E. 
Capehart of the Senate Banking and Currency Commit- 
tee, interviewed by the “CHRONICLE” concerning devel- 
opments affecting the Export-Import Bank and World 


Bank, commented: 


“I expect the report of the Citizens Advisory Committee under 
Senate Resolution 25 will be submitted to me as the Chairman of 
the Banking and Currency Committee later 


this week and I p:an to make the report public 


promptly. 


“IT am in favor of encouraging American 
exporters 
capital goocs should sell on long-term credit. 
system 
credits, preferably credits extended by private 
interests, or a combination cf private ard Gov- 
If such credits are not avail- 
need Government credit. 

“As to the dra*t plan for private canital to 
teke over substantial parts of the portfo io of 
think 
ought to be studied very carefully and that 


exports and I be'tieve that a'l 


We need some accelerated 


ernment creaits. 
able, then we'll 


the Export-In port Bank. I 


possibly it has very great merit. 


0} 


of export 


the 


nian 





“T expect there will be no further hearings 


on the Export-Import Bark or the Worl” Bark 
under Senate Resolution 25 this calendar year. 


Homer E. Capehart 


For one thing, I 


am planning to go to Rio de Janeiro shortly to attend the Inter- 
American Economic Conference there, starting Nov. 22. 
“The Senate Banking and Currency Committee has voted. to 


confirm the four appointees to the 


new board of the Export-Import 


3ank and this step will, I Fave no doubt. obtain the approval of 


the Senate this week. Nomi” ation 


of a fifth member of the Exnvort- 


Import Bank board has still to come from the White House.” 





program by consultation between 
the two Banks, and due weight 
should be given to whether such 
loans may endanger the repay- 
ment of loans made by the Inter- 
national Bank, unduly limit its 
future lending in. the member 
country, or run counter to govern- 
mental programs or priorities on 
which that Bank is planning its 
lending activities. 

(7) Loans in countsies not mem- 
bers of the International Bank, 
wi.ether governmental or private, 
may be considered.by the Export- 
Import Bank on _,Akeir merits. 


World Bank Warns Against 
Credit Race 

The foregoing NAC policies, it 
is held in some _yery influential 
Senate and busines@ circles, have 
subordinated the .“Eximbank” to 
the World Bank, gnd prevented 
the former from making further 
development loars’so popular to- 
day in many: quarters here and 
abroad. On the other hand, NAC 
policy statement No, 88 is u 1der- 
standably popular,at the World 
Bank. The latter Institution 
frowns not only_upon large “Ex- 
imbank” development loans to 
World Bank members, on the 
grounds that such lending dilutes 
the credit-renaying canacityv of 
unaffluent borrowers, but upon 
the unwise expansion of “ex- 
porter credits.” 

During the recent World Bank 
board of governors meeting in 
Washington, in the course of his 
address of Sept. 25, that Bank’s 
President, Mr. Eugene Black, mace 
some extremely pointed remarks 
on the subject of exporter credits, 
obviously with “Eximbank’s” 
present plans in mind. While Mr. 
Black’s comments seem not cal- 
culated to lessen the friction be- 
tween the World Bank and the 
Export-Import Bank and their 
respective friends in the Congress 
and about the country, they will 
sound like sense to some disinter- 
ested observers. Since they are 
sure to be referred to in time to 
come, Mr. Black’s remarks on this 
subject are here repeated: 


“We must, at this stage of the 
world’s recovery, I think, remem- 
ber the consequence of what hap- 
pened in the 1920s and, b-aring 
that example in mind, we must 
realize that the growth of credit 
brings its own problems. As the 
availability of capital and capital 
equipment has risen, we have 
passed from a seller’s to a buyer's 
market and a competitive race 
is developing among suppliers 
This takes the form not only of 
competition in terms of price 


quality and delivery date but also 





competition in the offer of 
medium-term suppliers’ credit. 
The Bank does not know — nor, 
I think, does anyone know—the 
exact volume of credits of this 
kind now outstanding. But, as 
one positive measure toward 
meeting the situation, I p'an to 
explore the possibility estab- 
lishing an _ information service 
which would centralize a'l avail- 
able data on te total volume of 
supp'tiers’ credits outstanding. 
“funopliers’ credits. I ned 


hardly say. are an appropriate 
type of international financing 
when applied to the prover trans- 
actions. But they can be misused 
and over-used and there is some 


disturbing evidence that tis is 
happening — too much credit 
given, uncer the pressure of com- 
petition. sometimes on inappro- 
priate terrms and for t-e wrong 
purposes. 

“The situation, in my view, is 


becoming serious. The danger is 
trat bad credit will drive out 
gcod, and tend to bring interna- 
tional investment back into dis- 
repute—this at a time when the 
world is still negotiating adjust- 
ments of debts incurred during 


that errlier period of excessive 
borrowing, over-eager lending 
and mis-investment to whica Il 


referred just now. 

“Suppliers’ credits can serve a 
useful purpose in financing the 
normal, short-term flow of im- 
ports or in financing investment 
projects which can pay their way 
within the term for which the 
credit is given. But, although the 
availability of these credits may 
seem to present an opportunity to 
speed the rate of development, 
there is a risk that the use of 
short-term finance mav be 
pressed beyond these limits. When 


this happens the result is likely 
to be unfortunate. 
“Nor can the balance of pay- 


ments aspects of teese transac- 
tions be overlooked. Experience 
teaches us that it is imprudent 


to count on a steady flow of 
capital year after year. Reliance 
on suppliers’ credits, indeed, in 


general means reliance on some- 
thing particularly volati'e. The 
importing country may run into 
payments difficulties that check 
further investment from outside. 
The exporting countries them- 
selves may experience payments 
difficulties that force them to 
insist cash payment. Or a 
boom in the world or home mar- 


on 


3 The I B R D has commenced a world 
wide survey among public and private 
credit agencies to determine the out- 
standing amount of such 1 to 5-year 
credit.—H. M. B 
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ket may make it possib'e to sell 
for cash and reduce the need to 
extend credit. There is the risk, 
in other words, that the borrower 
may have raised his rate of in- 
vestment only to find that he 
must later make, perhaps, a 
drastic cutback and that what was 
looked forward to as a period of 
sustained economic advance may 
end as a period of stagnation or, 
even, of retrogression. 


“The manner in which sup- 
pliers’ credits are offered, more- 
over, sometimes results in proj- 
ects being undertaken which are 
far from the highest priority in 
developmental needs. The ex- 
porting country wishes to boost 
its exports and therefore offers 
credits for financing a _ project 
using its equipment. The manu- 
facturing supplier of equipment 
naturally welcomes any oppor- 
tunity to increase his sales and 
he can certainly not be blamed 
if he takes advantage of whatever 
credit facilities may be made 
available. And the importing 
country may feel that the credit, 
being available, should be ac- 
cepted even if not for the most 
useful cf purposes nor on the best 
of terms and even if, as often 
happens. under these arrange- 
ments a higher price for the goods 
must be paid. This is contrary to 
the interests of the importing 
country and may result in slower 
rather than faster development. 


“Long-term capital funds rep- 
resent, in general, the most ap- 
propriate method of financing 
development projects requiring 
heavy capital equipment, from 
the point of view both of the 
nature of the projects themselves 
and of the impact on the borrow- 
ing country’s balance of pay- 
ments. But any potential long- 
term investor—and not only the 
International Bank — must take 
into account the total external 
debt burden of the borrowing 
country. So an excessive use of 
short- or medium-term credit 
must diminish a country’s access 
to long-term capital funds. In 
short, the indiscriminate use of 
credit of this kind may increase 
the cos.s of deve'opment, may in- 
terrupt the continuity of effort, 
may upset the balance of invest- 
ment, and may mcke the goals of 
investment harder, and not easier, 
to reach. 

* % 

“The increase in competition in 
suppliers’ credits also has its dan- 
gers for the exporting countries. 
Suppliers’ credits are usually fi- 
nanced only in minor part by 
the suppliers themselves. Most of 
the incustrial nations—and I in- 
clude not only European coun- 
tries but the United States, Can- 
ada and Japan—now have one or 
both types of official institutions 
to give financial aid to exports. 
One type finances the export of 
capital goods; the other, without 
supplying capital, underwrites 
the risk. Thus suppliers’ credits 
are usually made largely at the 
ultimate risk of the government 
of the exporting country. 

“I would like to make clear, of 
course, that I am not talking pri- 
marily about the flow of private 
investment capital. If the suppiier 
were venturing more of his own 
capital, he would necessarily have 
to be more concerned with the 
financial soundness of the invest- 
ment and with the creditworthi- 
ness of the country. But the re- 
sult of the supplier's relative free- 
dom from risk is that he is con- 
stantly entreating his own govern- 
ment to grant more liberal credit 
facilities * In each of the export- 
ing countries governments hear 
the complaint that other govern- 
ments are more liberal. Soa race 
is deve'oping, a race in which 
none of the competitors can win 





4A goed example of the fire being 
appled te Export-Import Bank's feet is 
the very slaborate book, A Recerd of 
Support ‘er the Export-impert Bank, 
circulated in Capital Hill and elsewhere 
last summer by the Westinghouse Elec- 
tric International Co.—H. M. B. 
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because the faster each goes, the 
faster all the others go. 

“Indeed, we-aré approaching a 
situation about which a warning 
was sounded 10 years ago at Bret- 
ton Woods. The spokesman of 
one of the delegations there 
pointed to the danger, saying that, 
in a time of pressure for exports, 
‘countries would embark on bilat- 
eral credit arrangements no doubt 
linked with deals relating to the 
purchase and sale of goods; and 
as soon as certain countries began 
to adopt this cougse others would 
find that they had to follow suit 
to protect their trade interests. It 
is aifficult, the spokesman went 
on, ‘to imagine a more fruitful 
source of international dissention 
than a competitive trade and 
credit expansion program of this 
character.’ ”’ 


Export Credit Guaranty Plan 


By the middle of November, the 
Export-Import Bank plans to an- 
nounce details of a new plan for 
assisting extablished American 
export firms to hold their share 
of the friendly world’s market for 
capital goods. On Cap.tol Hill the 
imminent announcement is de- 
scribed as one of the fruits of the 
work of the Senate Banking and 
Currency Comm.ttee under Senate 
Resolution 25. The Export-Im- 
port Bank appears to be aware of 
the dangers pointed out by Mr. 
Black in the above-quéted speech; 
yet at the same time it shows 
signs of the pressures exerted on 
it from—or one might better say, 
via—the Senate. Although it will 
be announced this month, the ex- 
porter credits plan may be re- 
fined later on. 


Space limitations permit de- 
scribing only the highlights of the 
imminent announcement. Export- 
ers who have been in business for 
some years will be entitled to ap- 
piy for a line of credit, called by 
the Export-Import Bank “an ex- 
porter credit line.” The credit 
line will cover a given period, 
such as a year. No firm may get 
a line in excess of $10,000,000. 
Within the firm’s fixed ceiling 
“Eximbank” will be ready to par- 
ticapaie, subject to the conditions 
mentioned below. Where cir- 
cumstances merit, moreover, a 
firm's exports to a particular cus- 
tomer eligible for handling under 
ihe plan may be restricted. In a 
few cases whole foreign countries, 
even though politically friendly 
countries, n.ay be excluded from 
the operations of the plan. 

In its financial aspects the plan 
requires that the foreign importer 
pay at least 20% in cash at the 
outset; and that the exporter— 
with or without the help of his 
commeicial bank—finance at least 
another fifth. As to the remain- 
ing 60% or less, if financed by a 
commercial bank, “Eximbank” 
will insure such amount for about 
a 2% fee azainst normal credit 
risks as well as such unusual haz- 
evds as cancellation of import 
permit, currency inconvertibility, 
war, civil disturbance and the 
like; or if no financing is avail- 
able from private sources, the 
3ank will stand ready to advance 
as much as 60% of the invoice, it- 
self taking all the risks without 
recourse on the exporter. 

Any notes of foreign importers 
bought by Export-Import Bank 
under this plan must bear at least 
5% interest. *On “Eximbank’s” 
share of the transaction that in- 
terest will accrue to the Bank, 
which in addition -will charge a 
commission of, say, 1%%. The 
Bank’s expectation, however, is 
that it will be-called upon for 
only the guaranty services men- 
tioned above, while the money to 
finance the trade will be supplied 
by commercial banks. The 2% 
guaranty fee mentioned above 
would be slightly greater where 
the interest -rate is above 5%. 
Similarly, the-1%% commission 
mentioned above’ envisages cred- 
its of not over-three years; but 
where the term of the credit runs 
longer, as it often does for capital 


goods, the commission will be 
larger by %% for each additiond 
year. 

Within a company’s export- 
credit-line ceiling ‘Eximbank’s” 
participation as lender or simply 
as guarantor would be automatic, 
subject to limitation according to 
the credit s.anding of the foreign 
importer and a country ceiling for 
eacn export firm participating in 
the plan. Apart from these two 
features—the line of credit and 
the automaticity for permitted 
destinations—the plan is not very 
different from “Eximbank’s” past 
treatment of exporter credits. It 
will offer quicker action for the 
exporter and less running to 
Washington. 


Exporters who need no “Exim- 
bank” dollars but want credit in- 
surance against risks mentioned 
above will be able to buy it from 
the Bank for a commission of 
1%% or more, plus a 2% guar- 
anty fee. Those who don’t want 
even that, but just insurance 
against “political” risks, may get 
it on as much as 85% of the in- 
voice value of the financed part 
of their shipments—following a 
waiting period of say half a year 
—for about half the above-men- 
tioned 1%% commission plus a 
guaranty fee of about 1°4%. 

There has been a great deal of 
apparently exaggerated talk as 
to credit guaranties beinz offered 
exporters by other industrial 
countries (Canada, Europe, etc.). 
While some countries have been 
selling capital goods in competi- 
tion with U. S. manufacturers on 
easy terms, the main reason for 
the American exporters’ clamor 
for government aid is that the 
seller’s market has given way to 
a buyer’s market. Whereas for- 
merly there was a virtually limit- 
less demand for American capital 
goods, latterly other countries, 
the beneficiaries of our recon- 
struction loans, Marshall Plan aid, 
productivity teams and the like, 
have been giving American firms 
a run for their money. In an era 
when every segment of the nation 
looks to Washington for special 
support it is not surprising that 
even ardent advocates of free en- 
terprise in the business world 
look longingly at Uncle Sam for 
support. It will be the task of the 
Export-Import Bank to tread a 
careful line between what is wise 
and what is unwise. 


Louisville Bond Club’s 
First Officers Honored 


LOUISVILLE, Ky.—Charles C. 
King of the Bankers Bond Co., 
Inc., was host at a luncheon hon- 
oring the first officers of the Bond 
Club of Louisville, which is cel- 
ebrating its 20th anniversary. 


Chicago Analysts to Hear 


CHICAGO, Illl.—At their lunch- 
eon meeting on Nov. 18 the In- 
vestment Analysts Society of Chi- 
cago will hear Edgar H. Dixon, 
President of the Middle South 
Utilities, Inc., who will speak on 
the Dixon-Yates Proposal. The 
luncheon will be held as usual 
in the Georgian Room at Carson 
Pirie Scott & Co. at 12:15 p.m. 


Samuel Franklin Adds 


(Special to Tue FINnanciaL CHRONICLE) 

LOS ANGELES, Calit.—sher- 
man Smith has joined the staff of 
Samuel B. Franklin & Co., 215 
West Seventh Street. Mr. Smith 
was previously with California 
Investors and Morgan & Co. 


Rejoins Reinholdt Gardner 


(Special to THe FINnanctiaAt CHRONICLE) 


ST. LOUIS, Mo.—James W 
Riordan has rejoined the staff of 
Reinholdt & Gardner, 400 Locust 
Street, members of the New York 
and Midwest Stock Exchanges. He 
has recently been with Albert 
Theis & Sons, Inc. 
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Bank and Insurance Stocks 


By H. E. JOHNSON 


This Week — Insurance Stocks 


The fire and casualty insurance companies will be one of 
the main beneficiaries from the rise in stock values which has 
occurred this year. 

As a group the major fire and casualty companies are one 
of the largest holders of equities in the country. The rapid 
growth of investment trusts in recent years, particularly the 
mutual fund type, has made the stock holdings of this type of 
institution possibly larger than those of the insurance group. 
Nevertheless, insurance holdings still constitute one of the largest 
concentrations of common equities in the country. 

For this reason the rise in the stock market over the past 
year should add substantial amounts to surplus for those com- 
panies that hold stocks. Of course, because of aifferences in in- 
vestment policies all companies do not have a comparable posi- 
tion in equities. In fact, many institutions either because of in- 
surance reasons or by preference have invested available funds 
wholly in bonds. However, most of the major companies have 
over a period of years accumulated a sizable holding of stocks 
on whieh they have sizable book profits. 

In this connection it is interesting to review a recent report 
of Hemphill, Noyes & Co., 15 Broad Street, New York City. 
That firm has made a tabulation of the 100 largest “Big Board” 
stock: holdings of four types of institutions. The first group is 
composed of 46 large colleges. The second group is made up of 
the Rockefeller Foundation and Carnegie Foundation. The third 
group consists of 1,023 insurance companies, the figures for which 
were compiled by Hemphill, Noyes from United Statistical Age2- 
ciates, Inc. book on “Corporate Holdings of Insurance Com- 
panies.” The fourth and final group is made up of over 200 in- 
vestment trusts taken from Vickers Bros. “Guidé to Investment 
Trust Portfolios.” 

In the tabluation below we have taken from the Hemphiil, 
Noyes list the 21 stocks that have constituted the largest holdings 
of the four types of institutional investors. In addition to the 
number of shares held, the market values of the total as of 
Sept. 30, 1954 are shown. 

In addition, we have tabulated the share holdings of the 


insurance companies and show their total value as of the same 
date: 

















Four Types of Institution 
Number Value 
Shares Held 9-30-54 Shares Held 9-30-54 

Rank (Thousands) (Millions) (Thousands) (Millions) 


Insurance Companies 
Number Value 


Standard of N. J._- 1 3,537 353.7 420 42.0 
General Electric _. 2 4,781* 210.4 2,419 106.4 
OG BE ihinteeane 2 1,311 190.2 618 89.6 
General Motors_-_-_- 4 1,691 153.9 701 63.5 
, i ae 5 1,890 149.3 970 76.6 
go LS peek”, SO 2,168 134.4 1,202 73.9 
Union Carbide__-__- 7 1,582 132.8 890 74.4 
Standard Oil Calif._ 8 1,737 132.0 788 59.7 
DE. tcenuenee 719 130.9 200 36.4 
Stand. Oil Indiana. 10 1,347 125.3 381 35.3 
Westinghouse Elec.. 11 1,682 122.8 829 60.5 
Amer. Tel. & Tel-_- 2 707 121.5 498 85.6 
International Paper 13 1,441 112.4 409 31.9 
Continental Oil_- 14 1,526 108.3 489 34.7 
Socony-Vacuum --- 15 2,121 101.8 987 47.6 
Int. Bus. Machines. 16 347* 101.5 202 59.3 
Goodrich 17 842 86.8 208 21.4 
Kennecott Copper_. 18 920 79.1 356 30.6 
Pt Ce cagsennacn Oe 1,367* 76.5 597 33.4 
National Lead __-- 20 1,361 74.9 613 33.5 
Sears Roebuck__--. 21 1,006 74.4 497 34 


*Adjusted for stock split. 


As can be seen in the above figures, holdings of insurance 
companies, which for the most part means fire and casualty 
institutions, amounts in most cases to around 40-50% of the 
total held by the four groups. Thus, the insurance group fre- 
quently represents the largest concentration of these equities. 

Another interesting point in the above tabulation is that 
the relative size of holding for the total and for the insurance 
group is different. In other words, Standard Oil of New Jersey 
represents the largest holding of the four institutional groups, 
in part because of holdings of the Rockefeller Foundation. For 
the insurance companies, however, the holdings in Standard of 
Jersey were considerably smaller than many other stocks. Ac- 
tually, General Electric constituted the largest holding with 
duPont, American Telephone & Telegraph, Union Carbide and 
Texas Company close behind. 

Changes in market values since the end of September have 
v~dAoubtedly altered the relative positions of the different stocks. 
The main point however, still prevails, that fire and casualty 
companies because of the size of their holdings should benefit 
substantially from the increase in market values so far this year. 


Clem’t Evans Adds to Staff 


(Special to THE FINANCIAL CHSONICLI 





Chemical Corn Exchange 

ATLANTA, Ga. — Henry C. 
Shockley is with Clement A. Bank of New York 
Evans & Company, Inc., First Na- 
tional Bank Building, members ol 


. Bulletin on Request 
the Midwest Stock Exchange. 


Laird, Bissell & Meeds 


Members New York Stock Exchange 
Members American Stock Exchange 


120 BROADWAY, NEW YORK 5, N. ¥, 
Telephone: BArelay 37-3500 
Rell Teletype—NY 1-1248-49 

(L. A. Gibbs, Manager Trading Dept.) 
Specialists in Bank Stocks 


With Investors Planning 
(Special to Tue Financia CHRONICLE) 
BOSTON, Mass.—Donald F. 
Flanagan and Richard L. Hanford 
are with Investors Planning Cor- 
poration of New England, Inc., 68 
Devonshire Street. 
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Cantinued from first page 


fend rates the: ready to stand 
n their ov 
That is my 


theme. In develop- 


ing it, I have p. dup the char 

to review in detail the ! wd you 
have made in the last year in at- 
cacting deposit and in mortgage 
lending, to talk over a few mat- 
ters of investment interest and 10 


take a good long look at trends in 
mortgage terms. I shan't develop 


ny legislative program, though 
#é must be increasingly clear 10 


»H that the members of the Legis- 
fature are less and less impressed 
with the opposition to the branch 
hill and that the measure will pass 
hecause it should pass. The As- 
sembly gave its approval this year, 
and the unusual circumstance 
which kept the Senate from hav- 
ing a chance to vote on it may 
hegponrecurring. My plan is to 
talk with you about one or an- 
other aspect of dividend policy 
and then to return to my theme, 
the 30-day notice period. 

- A great deal of good hard work 
has been done on earning power 
ia the last couple of years. First 
the raising and then the removal 
of the dividénd ceiling have done 
more to release the forces of en- 
terprise in savings banking than 
anything else in years. The ceil- 
ing was lifted from 2% to 244% 
on Feb. 6, 1952, you will recall, 
sad it was stripped away on Oct. 
7, 1953. So long as you have a 
dividend ceiling at, say, 2%, the 
temptation is strong and often ir- 


resistible to relax a bit when 
earnings have been built up to 
support such a rate. 

Many a bank bestirred itself 
ifter the Banking Board jacked 
up the rate ceiling two and a half 
years ago. As the strenuous search 
ior mortgages got under way the 
supply of mortgage money was 


tmereased. Lower yielding gov- 
Arnments were passed on to other 
tands and higher yielding mort- 
dages were acquired from far and 


near, most of them FHA’s and 
VA's. In the nearly three years 
ance the ceiling was raised the 
system has cut down on its gov- 
srnments by over $700 million 
md enlarged its mortgage port- 


SAAD by no less than $2.9 billion. 
The ratio of mortgage holdings 
to total assets has increased from 
47% to 54%. 


Improvement in Banks’ 
Earning Power 


These shifts in asset concen- 
tration have made for a substan- 
talimprovement in earning 
power Both operating income 
and net operating income on av- 
erage assets are better off by 1, 
of 1% now than at the start of 
this three-year period. And the 
full benefits of the lending ac- 
tivitics have not yet been 
realized. Mortcage loan commit- 
ments outstanding on Sept. 30 
amounted to $1.4 billion, com- 


pared 
before 

It is fair to say that the greater 
cividend freedom which the 
Banking Board has given you has 
resulted in savings banking in 
our State becoming a more dy- 
namic, a more productive influ- 
ence in our economy. This fact 
is reflected in your holdings of 
governments. A certain quantity 
of government securities has be- 
come a necessity for banking in 
our times, since they are our 
main reliance for liquidity. Be- 
yond that point we may well ask 
whether a further accumulation 
ef governments, besides being 
only a middling fair assistance to 
earnings, is not a kind of passing 
the buck to others for finding 


with $828 million a year 





ef rate through regulation with 
sort of permanent inio) con- 
trol througn leaving th -dar 
otic outstanding t 
See Ti 4 request for. -f19 ' tice 
will remain out a ( sO 
Yong as it ta! saving to 
how that \ en to divi- 


Savings Banks’ Dividend Policy 


productive employment for the 
tunds 
Our banks are pr‘ well 
nindful of the fact that the duly 
to bh real! uselul is paflt . | 
a of th r¢ , I can't 
} ‘ mke 
f re I ar 
‘ 1 ‘ ‘ 
c} ed ‘ f 
= - 4 Dp ‘ 
0 ‘ el tq rh co | 
Col J Nie oO! sla 
Ali those ortg i i 
Wilh a SI Ati ) t- 
gages! You'll ha troub.e just 


wait and see 


“What would you have the 
banks do?’ I asked 

“Why.” he said, “they should 
have a regard for the safety of 
their deposits and hold on to their 
governments. 

He looked at me as though I 
didn’t have all my buttons when 
I said that his kind of banking 
was timid banking, storm cellar 


banking, unfair to both depositors 
and the larger public, a sort of 
postal savings by charter. 


A Growing Mortgage Portfolio 

Our savings banks have a large 
and growing mortgage portfolio, 
reflecting the aid which the sys- 
tem has given toward home own- 
ership and indirectly toward an 
active construction industry and a 
prosperous nation. You help to 
create the virtuous circle of in- 
creased mortgage lending, and 
through it of increased employ- 
ment, and through increased em- 
ployment of increase take-home 
pay and increased savings, and 
through increased savings an in- 
crease in the pool of mortgage 
money; and so on around the cir- 
cle again. 

Properly enough, the fruits of 
the higher earning power are be- 


ing passed along to depositors. 
The average rate of div:dends 
paid was 1.99% at the end of 
1951: it was 2.47% at the middle 
of this year. The savings banks 
of the State will distribute more 
than $375 million of dividends to 
depositors this year, compared 
with $226 million actual’y paid in 
1951. The total amount of these 
dividends is now a significant and 
vital part of the economy of our 
State. Even in New York State, 
where there is found the world’s 
chief financial center and men- 


tion of larce 


million 


Lie 
5 


sums is familiar 


is no mean contribution 
to the income stream of our peo- 
ple. 

Thirty-three kanks paid divi- 
dends at higher rates during the 
year. Of this group, 20 paid one 
or more extra dividends on top 
of a regular rate of 2! Ninety- 
seven banks used their improved 
earnings to strenethen their sur- 
pluses so that the protection af- 
forded existing deposits would 
not be diluted by the new de- 
posits coming in. I confess that 
we in the Depariment hr- ex- 
pected that a few more banks in 
the smaller communities upstate 
would take advantage of their 
new dividend freedom. We had 


thought that at least a handful of 


the high surplus-good earning 
banks upstate would try cut a 
moderately higher regular rate, 


and I said as much to you a year 
ago. Please uncerstand that this 
is an observation, not a criticism. 


Effects of Dividend Rates 
On Oeposits 

The fact that banks have laid 
greater stress in their promo- 
tional activities on serv-.ce rather 
than rate has helped greatly to 
promote deposit stability, and I 
don't need to tell you how pleased 
the Department has been about 
that. More than one bank had 
the greatest misgivines over the 
way depositors would react: if 
their. dividend rates were -not 
fully up to what their competitors 
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were paying. Those fears have 
got been borne out. 

The chief effect of the vary- 
ing rates would seem to be on 
new accounts and new money. 
Older accounts, especially mod- 
erate-sized, true savings accounts, 
are very rarely dislodged by extra 
dividends. In a_ limited 
some of the large accounts can be 
jolted loose if they are roused up 


W ay 


by aggressive and long-continued 
oliciting. The big accounts, be it 
noted. increase the need for li- 
‘uidity, and that means, if the 
Di prudent enough to respect 
the need, that earnings suifer a 
it. Ar bank which does not 
make allowance for the volatility 
of these big accounts will soon 
enough have cause to regret it. 
The few transfers of true sav- 


ings accounts that take place can 
be handled comfortably with the 
new money that flows in pretty 
steadily. The big accounts, how- 
ever, are not as likely to balance 
off by a simultaneous two-way 
flow. It may be said about the 
big accounts that any bank which 
goes after them steadily and in 
earnest, playing up a rate advan- 
tage, will soon be deluged. A 
small, brief success in attracting 
them is all any bank can afford. 
No bank in the State has surplus 
enough to margin all big accounts 
that could be torn loose by stren- 
uous solicitation. 


“Disguised Time Deposits” 


The existence of so many of 
these large accounts reflects the 
fact that commercial banks can- 
not pay interest on demand de- 
posits and are not keen about 
paying liberal rates on domestic 
time deposits. Some of these big 
accounts are refugees from the 
commercial banking system. They 
cannot begin to qualify as true 
savings. They are disguised time 
deposits, without the withdrawal 
limitations that ordinarily apply. 
Savings banks ought to realize 
that these accounts are far from 
being unconditional blessings. 

The minority of banks that has 
ventured into dividend territory 
above the 24%% level has gained 
deposits and accounts faster than 
the other banks; but the differ- 
ence has not been as great as you 


might think. Look at the fig- 
ures. Twenty banks that paid 
an extra above 215% in one or 


more quarters in the nine months 
ended last June had an average 
gain in deposits of 8.1% and in 
accounts of 1.1%. Ninety-seven 
banks that made no change in 
their rates had gains of 69% in 
deposits and 1.1% in accounts. 
Taken in bulk, they are not big 


differences. Those percentages, 
however, tell only part of the 
story. The banks paving extras 


distributed anywhere from about 


75% to more than 90% of their 
earnings. The combination of 
slightly greater deposit growth 


and a lower percentage of earn- 
retained resulted in a drop 
in the 20 banks’ ratio of surplus 
and valuation reserves from 14.1% 
to 12.7%. On the other hand, the 
banks which left their dividend 
rates alone maintained their sur- 
plus ratios on the average. A 
number of banks in this latter 
group were able, because of good 
earning power, to better their sur- 
plus rates appreciably. 


Ings 


Advantage of Surplus 


The banks that followed con- 
servative dividend policies can 
look on these results as providing 
some reward for their patience 
and forbearance. For it must be 
clear that if the higher rate banks 
continue much longer to gain at 
the rate of the last year they will 
lose the advantage in surplus 
which help to put them in a po- 
sition to move out a little ahead 
of the dividend parade. By that 
time the banks taat have placed 
more emphasis on building up 
earnings and surplus will be ready 
to reap the benefits of their re- 
straint. The rates varying from 
bank to bank will permit the most 
desirable and effective use of the 


surplus accumulated by the sys- 
tem. The bariks best situated as 
to surplus at any time should by 
all tests be the ones best suited 
to protect and handle the greater 
share of deposits attracted by the 
system. It is essential in apply- 
ing this principle of the largest 
gains for the largest surpluses 
that a bank which has used up 
its advantage should be prepared 
to pause while it builas up anew 
an unused reserve cf surplus 
strengtn. 

Strength is a yord whose short 


expression is capital funds or sur- 
plus, call the figure what you will. 
I mention it here because of the 


growing signs of a concerted ef- 
fort to find the combination of 
words to rationalize a lack of it. 
You hear it argued that because 
deposits are guaranteed and a 
large percentage of assets is guar- 
anteed or insured, capital or sur- 
plus is largely a_ superfluity. 
Some savings bankers who want 
to get in on the rate increases or 
to continue them talk in this 
fashion. I dissent. 

Nearly 20 years ago a friend and 
I spent a memorable afternoon 
on a train riding to a bankers’ 
convention way out West talking 
with one of the wisest bankers 
with a sideline in economics that 
the industry ever had. We talked 
a long while about this and that 
and seemed to wind up the dis- 
cussion of each subject with a 
judgment whether it was good 
economics or bad economics. Fi- 
nally, we said to him that one 
hears a good deal about economic 
truths, the truths that had been 
established by inquiry and experi- 
ence and were no longer subject 
to debate. We asked him what 
the established truths were. He 
took a long time to answer, for 
nobody realized better how im- 
pressive the proper dramatic 
pause could be. “I know one such 
truth,” he finally said. “There is 
no free iunch.” Since that time I 
have heard others use the same 
expression, but when he spoke it 
it sounded like an original. 

If anyone should ask me if 
there was one truth that stood out 
for me in the years that I have 
been concerned with supervisory 
affairs, I would not need to think 
twice about what my answer 
would be. I'd say, there is no sub- 
stitute for capital. Good manage- 
ment is greatly to be desired. 
High quality assets. even a dash 
of guaranteed and insured assets, 
help the banker to sleep nights. 
Good internal control of opera- 
tions is a reliable indicator of 
good housekeeping in a bank, and 
is greatly to be prized. Good 
locations in growing communi- 
ties are splendid for morale. For 
a strong capital position is all 
these things translated into solid, 


realized form; it is the tangible 
manifestation and result of all 
these causes. To bankers it is 
really money in the bank. It is 
treasure for which there are no 
counterfeits. no equivalents, 
nothing just as good. 

Surplus or Earning Power 

The Department is sometimes 
asked whether it places a higher 
value on surplus or. earning 
power. Both, of course, are im- 
portant. Yet there is no denying 
that a good surplus is the goal 
toward which good earning powel 
strives and that it is an accom- 


plished fact and not a projection. 

I had a colleague in the Depart- 
ment who long ago, after much 
more supervisory experience than 
I have had, came to something 
like the same conclusion. Was a 
bank growing pretty fast—he pre- 
scribed more capital. Had it run 
into some losses—more capital was 
the answer. If the President was 
getting pretty old and no succes- 
sor was in sight, why, then, the 
bank should have more capital to 
protect itself against the mortal- 
ity of man. The appropriate safe- 
guard against low deposit and risk 
asset ratios, against a deteriorat- 
ing or cramped head o‘fice, against 
the increased responsibilities of a 


new office—what better safeguard 
than more capital. Some of us 
used to have a little fun with him 
by asking him if he recommended 
this prescription outside the office. 
“When you get home and your 
wife tells you she has a cold. do 
you say to her: woman, you need 
more capital?” we would ask. But, 
all the same, his values were 
sound and I am deeply convinced 
that the banking in this State that 
he touched is better off for his 
harping on capital. None of the 
ks which he chivvied into rais- 
more capital retaining a 
larger percentage of earnings has 
complained that he overdid it. 

During my years in supervision 
I have been able to observe at 
first hand banking going through 
its wveriod of greatest growth. 
Capital has grown rapidly, too, 
but not fast enough to keep up 
with the expansion in deposits and 
assets. The disparity in these rates 
of growth has led to a new kind of 
rationalism. Great ingenuity has 
been brought into play to show 
that what appeared to be an in- 
adequacy of capital was actually 
nothing of the sort. By this ex- 
clusion, by that refinement, the 
devil of low capital ratios was 
exorcised. If the level of capital 
were up to the dialectical skill of 
the theorists, there would be no 
problem at all. 


About Risk Asset Ratios 


My feeling is that, whether the 
banking is*@sammercial or savings; 
we shouldsnet eemsume any more 
of our mentalreseureces in polish- 
ing up thecargument for and 
against the inehusterr of certain 
items in the -eategory of riskless 
assets. I am-when it comes to 
these fine-spun theories about risk 
asset ratios about the way the 
elder J. P. Morgan was with the 
man who said he was thinking of 
buying a yacht and would like to 
know what Mr. Morgan found it 
cost to operate one. The reply 
was that if he even had to think 
about the cost he had no business 
owning a yacht. Similarly, the 
greater the disposition to resort 
to elaborate risk asset calculations 
to prove capital sufficiency the 
more impressive is the indication 
that the capital is really not all 
it should be. 

The admission is made at this 
point that the Department has not 
abandoned all use of risk asset 
ca'culations as a supervisory check 
and tool. Someiimes when the 
capital isn’t there and can't 
quickly be put there, compromises 
with the best solutions have to be 
made. Such banks go on a strict 
diet, with many of the usual items 
excluded from it. Under these 
conditions life can go on, but there 
no ruggedness about it. We 
should rot look for the right treat- 
ment of our capital problems in 
the direction of ultra-refired risk 
asset ratios. When you have to 
use a complicated formula to ex- 
plain away a suspicion of capital 
insufficiency vou are giving your 
case away. There is no way better 
calculated than a weak or weak- 
ening surplus to make yourselves 
wards of government. Your sur- 
nlus is your tie to private enter- 


pa 


ing or 


is 


prise, to your independence, to 
your traditions. 

I should like to sketch out for 
vou some of the reasons why I 
believe qa good capital—a good 
surplus —standing is worth so 


much, First, it permits you to do 
a better job of providing service 
in every sort of way. You can 
make any sort of good loan, con- 
ventional or government pro- 
tected, that may come along. You 
don’t have to concentrate on the 
sheltered mortgage loans. You can 
do the kind of lending, whatever 
it may be, that the community 
needs. You may be able to go a 
little farther into the lenger term, 
low downpayment loans which no- 
body seems to like very much but 
which are trying to catch on. The 
Sept. 30 figures show, incidentally, 
that the average maturity of your 
mortgage portfolios is lengthening 





rapidly. A relatively good surplus 
is a great comfort as these longer 
term risks are assumed, 


Sound Advice 


A fully rounded service is evi- 
dence of the greatest usefulness. 
In this connection I should like 
to quote a paragraph from a 
pamphlet just published by the 
research council of the American 
Bankers Association. It deals with 
this very question of the adequacy 
of a bank’s capital funds. 


“Another basic consideration,” 
the brochure says, “is the bank’s 
ability to handle present and pros- 
pective credit demand. It involves 
the question whether the bank 
may be circumscribed in its lend- 
ing operations by considerations 
of capital adequacy. Since one of 
the bank’s primary obligations is 
to accommodate the legitimate 
credit needs of its customers, it 
should endeavor to provide what- 
ever capital funds are needed. It 
should not have to reject appli- 
cations for sound loans solely be- 
cause its capital structure will not 
support an increase in its risk 
position if those loans qualify in 
all other respects.” 

That paragraph is well consid- 
ered and well put. The triple-A 
banks are those whose usefulness 
to their communities is as great 
on the loan side as on the deposit 
side of their balance sheets. 


Capital and Surplus Position 


These additional recommenda- 
tions can be offered for a capital 
or surplus position that is good 
both absolutely and relatively. 

With good capital, a bank is 
under somewhat less necessity to 
retain earnings and hence can be 
more generous to depositors. 


With good capital, a bank has 
more assets working for each dol- 
lar of deposits. That is a substan- 
tial advantage to have. 

With good capital, a bank is 
better situated to provide fringe 
benefits for its staff. These bene- 
fits now amount to 20% of officer 
and employee compensation. A 
number of mergers of banks have 
taken place in recent years be- 
cause the absorbed institutions 
were so badly undercapitalized 
that they could not afford to pro- 
vide pension plans for their staffs. 


These remarks of mine about 
capital and surplus are directed 
as much, or even more, to trustees 
than to officers. In the Depart- 
ment’s experience with different 
types of institutions, covering a 
long stretch of years, it is a singu- 
lar fact that fairly often trustees 
would go well beyond manage- 
ment recommendations in distrib- 
uting earnings to depositors. I 
don’t mean to say at all that man- 
agements are always right in these 
things, but it does look as though 
aggressiveness rules the judgment 
of some boards. Instances come 
to our attention now and again of 
boards egging officers on to match 
any other bank’s dividend rate, 
come what may. 

In most other matters these 
trustees may be all for proceeding 
with caution in the fashion of 
rock-ribbed moderates. Mention 
dividend rates to this kind of trus- 
tee, however, and you see him 
transformed into a bold and de- 
termined man, He wants to know 


whether the bank is run by mice 
He turns the cutting edge 
of his tongue on the management. 
it 


or men. 


He appears at times to take 
personally if his bank is not right 


up there with the biggest dividend 
I wish some 


payers in the world. 
foundation would finance a study 
to find out why this is so. 
haps it is because he has 
completely made the 


duty requires. He is usually 


genuinely uncomfortable if 


competitor outdoes him 


you, is the good kind. 





Per- 
never 
adjustment 
to the special responsibilities of 
handling other people’s money and 
thinking in the terms which that 
a 
successful man of affairs who is 
any 
in any 
way. A trustee with drive, I grant 
} I would 
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suggest only that his warm pride 
in the bank he serves should not 
permit him to put anything ahead 
of good surplus strength in his 
scale of values. In the nature of 
things, savings banks can help 
their surpluses only by develop- 
ing good earnings and plowing a 
good share of them back into the 
business. 


The boards that get the bit in 
their teeth on the rate question 
are the exception rather than the 
rule, as the dividend moderation 
of the last year bears witness. 
Our request for 30 days’ prior 
notice may have helped a little 
here and there to keep things on 
an even keel, but fundamentally 
it was the sound good sense of the 
managements and the trustees that 
has made this last year so cred- 
itable a one in savings banking in 
New York State. 


The 30-Day Notice 


Now at last I come back to the 
comment on the 30-day notice 
period that I promised at the out- 
set to make. I believe that we 
have accomplished all of the good 
that can be accomplished with the 
notice request. By its very nature 
it could be only a temporary de- 
vice. It was never intended to do 
anything more than to help the 
system get away from uniformity 
in rates and to show that different 
rates were supportable. Now is 
the time to complete the process 
of handing the responsibility for 
dividend rates back to the banks. 

If there is not enough modera- 
tion, not enough of proper sense 
of what is fit and what is not, in 
the system after 20 years of for- 
mal rate control and a brief pe- 
riod of informal rate advice, it is 
high time we found it out. I, for 
one, am sure that the prudence is 
there in adequate quantities. 

I am hopeful and confident that 
we can get by this last quarter of 
the year with things on an even 
keel, along the lines that we have 
been proceeding on since your last 
convention. I feel sure that, on 
their own, the banks will act with 
a proper grasp of competitive val- 
ues and not with heedless com- 
bativeness, and I want you to 
know that the last request for 
prior notice of a rate change has 
been sent to you. It has been well 
said that responsibility broadens 
people and brings out their best 
qualities. It is not less my wish 
than my belief that the truth of 
that saving will be borne out in 
dividend rates. 

As the Department prepares to 
release the last of the dividend 
strings that it has been maintain- 
ing it may be in order to offer 
you these observations on what, 


as we see it, a well considered 
dividend pclicy for the system 
would be. A 242% rate is about 


as far as the great bulk of banks 
in the system should go. I made 
that comment a year ago, and 
since your surplus-deposit rate 
has fallen a little in the last year, 
I am more than ever convinced 
that the observation was and is 
a correct one. 

The Department has deliber- 
ately sought to keep the emphasis 
in the larger centers on extra div- 
idends, if anything over the 2'2% 
level was to be done, rather than 
on a higher regular rate for even 
the best situated banks, as a first 
step in the process of getting sav- 
inzgs banking and the public ac- 
customed to a dividend structure 
that is not uniform. The time 
may be at hand when a few, a 
very few, of the banks best cir- 
cumstanced as to surplus and 
earnings might test out a mod- 
erately higher regular rate. 
the most part these banks are in 
the small centers upstate. To any 
banks in the metropolitan area 


that may be tempted to test out 
a higher regular rate next year, 
let 


For 


me bring forth this note of 
caution: A higher rate and active 
drum-beating about it will bring 
deposits pouring in in such quan- 


tities that the rate will become 
insupportable. 


Dividends and Surplus Ratios 


Even a bank that sets out to 
pay a higher regular rate without 
a lot of flourish and fanfare may 
soon discover that the price it has 
to pay for the privilege is a de- 
clining surplus ratio. That is too 
high a cost for a bank that has 
only a small edge on the general 
run of banks in surplus and earn- 
ings. 

Finally, these two observations: 
Only a few banks that have been 
paying extras are ready for higher 
regular rates, and where they 
choose to go on paying extras 
there ought to be a good deal of 
irregularity about them. As a 
long-range policy there is no 
place for regular extras. 

Second, the decision whether to 
pay a higher dividend in any 
form ought not to rest on tax con- 
siderations. I say this for a num- 
ber of reasons, not the least of 
which is this: A higher payment 
that is made to cut down on the 
tax liability will in all likelihood 
stimulate a faster rise in deposits, 
which will make the smaller rem- 
nant of earnings retained all the 
more inadequate to cover the new 
deposits. After all, half a dollar 
out of every dollar of earnings 
retained is better than no part of 
a dollar retained, and mainte- 
nance of the more moderate rate 
will help to keep deposit growth 
and surplus growth in better bal- 
ance. In all recorded time and fo1 
all of our scientific research, no 
one has yet come up with a dis- 
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covery that will permit anybody 
to eat his cake and have it too. 
You can’t pay out earnings in 
dividends and have any part of 
them available to cover new de- 
posits or to provide a reserve 
against the rapidly rising mort- 
gage portfolio. Moreover, it is 
impossible for the system to rely 
on growth to escape tax liability. 
There is no security in an in- 
dividual solution that is inappli- 
cable to the whole system. 


Once more I say to you that the 
best, the one enduring and in- 
disputable evidence and measure 
of your success is the strength 
within you. Size it is not. It is 
capital strength—the strength 
that permits you to become use- 
ful in the widest sense to your 
community. Your strength—your 
capital—does not take rank in im- 
portance below any other meas- 
ure of your performance. A few 
years ago Somerset Maugham 
spoke these words: “If a nation 
values anything more than free- 
dom it will lose its freedom; and 
the irony of it is, if it is comfort 
or money that it values more, it 
will lose that too.” 


As managements and trustees 
approach, for the first time in 
two decades, the day when un- 
qualified dividend latitude will 
be theirs, I could wish that every 
meeting where dividend action is 
to be taken could be opened with 
this adaptation of Maugham’s ut- 
terance: 

If a bank values 
more than strength, 
its strength. 


That is the true perspective. 
That is the star to steer by. 


anything 
it will lose 


News About Banks and Bankers 


CorpAmerica, Inc., a holding com- 
pany, whose controlling interests 
also control Colonial Trust Co. 
In the CorpAmerica post, Mr. Mc- 
Kernan will serve as consultant 
to the board of directors in mat- 
ters pertaining to the outright 
purchase of bank stocks and will 
be in charge of its portfolio of 
majority and minority stock in- 
terests in financial institutions. 
CorpAmerica at present has hold- 
ings in 24 banking institutions. 
Mr. McKernan, who retired as 
Vice-President of Manufacturers 
Trust Company of New York on 
Nov. 1 to undertake his new du- 
ties, has been in the banking 
business since 1916 when he 
started with the Irving Trust 
Company, also of New York. He 
joined Manufacturers Trust Com- 
pany in 1931 as Personal Repre- 
sentative of the bank’s late Presi- 
dent, Harvey D. Gibson, in branch 
coordination matters. He was 
subsequently named Assistant 
Secretary, Assistant Vice-Presi- 
dent, and Vice-President. Mr. 
McKernan is aée— graduate of 
Georgetown University School of 
Law and the Graduate School of 
3anking sponsored by the Ameri- 
can Bankers’ Association and 
Rutgers University. He is also a 
Past President of New York 
Chapter, American Institute of 
Banking. 


As of Oct. 21 the North Shore 
National Bank of Chicago, HIl., 
reported a capital of $1,000,000 
compared with the amount prior 
to that date of $600,000, a stock 
dividend of $400,000 having 
served to bring it up to the $1,- 
000,000 mark. 


Following the absorption of the 
Marine National Bank of Chicago, 


Ill., on Sept. 17, by the Central 
National Bank in Chicago, the 
Marine National, which ,had a 


capital of $200,000 was placed in 
voluntary liquidation on Oct. 11. 

The new capital of the First 
National Bank of Memphis, Tenn., 
recently increased from $4,000,000 


to $6,000,000 by the sale of $2,000,- four shares held. Of the 262,500 


000 of new stock, became effec- 
tive on Oct. 22. Details of the 
plans to enlarge the capital ap- 
peared in our Oct. 7 issue, page 
1402. 


Announce-nent is made by Mills 
B. Lane, Jr., President of Citizens 
& Seuthern National Bank of 
Atlanta, Ga., that the board of 
directors of the bank have elected 
Lawrence L. Gellerstedt Senior 
Vice-President of the institution 
and Robert F. Adamson Executive 
Vice-President in Atlanta. 

Plans to increase the capital 
of the Alamo National Bank of 
Alamo, Texas, are under way, the 
directors having issued a state- 
ment to the stockholders at a 
meeting on Oct. 27 indicating that 
a resolution was passed to offer 
to the stockholders 25,000 addi- 
tional shares at $30 per share 
subject to the action of the stock- 
holders at their annual meeting 
in January and to the approval 
of the Comptroller of the Cur- 
rency. This is learned from ad- 
vices by J. S. McNeal, Jr., in the 


“San Antonio Light” of Oct. 31 
which indicates that “the effect 
of this will be to increase the 
capital stock of the bank from 


$2,000,000 to $2,500,000 and at the 
same time the directors expect 
to increase the surplus of the 
bank from $2,000,000 to $2,500,000. 
it is added. 

Each hareholde will have 
to bu one lare ol i 
owned 4 increa 


125,000 share 


The increase of the capital stock 
of the Anglo California National 
Bank of San Francisco has been 
successfully concluded, Paul E&. 
Hoover, President, announced on 
Oct. 28. Rights to subscribe foi 
262.500 additional shares of com- 
mon stock of the bank at a price 
of $45 per share were issued 
shareholders of record at the close 
of business on Oct. 5. Share- 
holders were permitted to sub- 
scribe for the new stock at the 
rate of one share for each 


to 


new 
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new shares, 259,809 shares or 99% 
of the new issue were subscribed 
for by the exercise of subscrip- 
tion warrants when the rights 
expired on Oct. 27. The relatively 
small remaining number of shares 
unsubscribed have been taken up 
by the underwriters’ group 
headed by Blyth & Co., Ine. The 
additional 262,500 shares bring 
the total number of Anglo shares 
outstanding to 1,312,500. Anglo’s 
capital funds are now in excess of 
$60,000,000. According to the 
bank’s latest published statement 
of condition, dated Oct. 7, 1954, 
Anglo has total assets of more 
than $860,000,000 and deposits 
exceeding $780,000,000. It pres- 
ently has 40 offices in 24 com- 
munities in northern and central 
California. An item bearing on 
the increased capital appeared in 
our issue of Oct. 14, page 1520. 
ae ue a 


James F. McGrath, Vice-Presi- 
dent in charge of the bank and 
bankers department of Crocker 
First National Bank of San Fran- 
cisco has retired from the bank 
after 47 years of service. Mr. Mc- 
Grath, who joined the bank in 
1908, served in nearly every de- 
partment of the bank during his 
career. In 1927, he became g4so- 
ciated with the bank and bankers 
department and since that time 
has visited nearly every bank on 
the Pacific Coast. He is Past 
President of Group Six of the 
California Bankers Association 
and was Treasurer of the Cali- 
fornia Bankers Association from 
1937 to 1939. 

* * my 


Shareholders of The San Fran- 
cisco Bank, San Francisco, Calif., 
on Nov. 5 decided the name of 
the 86-year-old institution should 
be changed to properly reflect 
the bank’s new branch banking 
operation. The stockholders 
gathered in a_ special meeting 
called by the bank’s board of di- 
rectors and unanimously adopted 
First Western Bank & Trust Com- 
pany as the bank’s new name, 
which becomes effective imme- 
diately. The institution was or- 
ganized Feb. 10, 1868, as the Ger- 
man Savings & Loan Society. 
Since 1924, however, its formal 
title has been The San Francisece 
Bank. T. P. Coats, Chairman of 
the bank‘s board of directors, 
pointed out that in its steady 
growth to an _ institution with 
more than a half billion dollars 
in assets the bank long ago de- 
parted from the unit bank, or 
“home-city-only, one-bank” phil- 
osophy. Thus, today in addition 
to its main office in San Ffan- 
cisco, it has banking offices in 
12 other northern California 
cities and towns. Moreover, the 
bank’s management has publicly 
announced that new offices will 
be opened when deemed advis- 
able. 

Mr. Coats said: “We are plan- 
ning for the further growth of 
California and the West. This 
new name of ours will more 
accurately portray the part we 
hope to play in this period of ex- 
pansion. We will provide addi- 
tional services and facilities to 
be ever more useful to our cus- 
tomers.” In July, this year, the 
Central Bank of Oakland was ac- 
quired, and on Sept. 22 the bank’s 
total resources amounted to $543,- 
000,000 and its deposits on that 
date totaled $482.000,000. In ad- 
dition to Mr. Coats, senior mem- 
bers of the bank’s management in- 
clude: Rudolph A. Peterson, 
Chairman of the bank’s Executive 
Henry Verdelin, 
Its board of cirectors 







































































































Committee, and 
President. 
is composed of some of the West’s 


leading executives and capitalists. 


G. F. Cowen Opens 


SUMMIT, N. J. Gerald F. 
Cowen is engaging in a securities 
business from offices at 412 Mor- 
ris Avenue. He was formerly 
with First Investors Corporation 
and Hayden, Stone & Co. 
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The State of Trade and Industry 


| with Nash as the sole manufacturer of 1954 models. However, 
‘ although some 250,000 of the 1955 models have been completed, 
only three producers have publicly unveiled their new lines. From 
_ Nov. 12 to Nov. Z3 a rash of eleven new car models will debut, 
this statistical agency states. 

Highlight of the past week’s passenger car output was Chevro- 
let’s bursting into first place with an estimated 1,156,170 cars 
built to date in 1954, against an equally impressive 1,147,038 manu- 
factured by Ford Livision. Latest new car registration data 
(incomplete for September) show an even smaller difference 
in their total sales—29 units, in favor of Ford. 


On the truck front, Jast week’s erecting showed a 3% gain 
over the prior week as Ford opened the throttle on 1955 model 
volume to offset minor dips elsewhere in the industry. Divco 
was down for inventory this week. 


Cumulative totals for 1954 show that United States factories 
have.constructed approximately 4,458,871 cars and 859,837 trucks, 
or 18.8% and 17.5% fewer than in like 1953. 

Canadian plants, meanwhile, are trailing 1953 by 23.2% on 
cars and 43.3% on trucks. The Nov. 1-6 output registered a 17% 
gain in vehicle yields. as.car tetals.rose almost-25% to counter- 
act.a 23%-dip in truck manufacture from a week earlier, ‘“Ward’s” 
notes. - 


SteéI Output at High Point for Year and Scheduled to 
Advance Further 


Delivery dates on some products, particularly the light flat- 
, are beeoming farther and farther extended as orders in- 
crease, says “Steel” the weekly magazine of metalworking the 
current week. Republic Steel Corp. for the second consecutive 
week lengthened its average delivery time on cold-rolled carbon 
steel sheets from its Warren, O., mill by three weeks. It takes 
10 to 11 weeks to get that product from Warren; a week earlier 
it took 7 to 8 weeks, the week before that, 4 to 5 weeks. In two 
weeks, deliveries have been extended six weeks. Eleven-week 
delivery means delivery in January. Republic can quote a little 
faster delivery on cold rolled sheets out of its big mill in Cleve- 
land. The average there is 6 to 7 weeks, but that’s an increase of 
two weeks over what it was a week ago. 
As the order flow expands, ingot output is being stepped up. 
In the week. ended Oct. 3l-it equaled the year’s high—75.5% of 
capacity—set in January. To reach 75.5%, the rate rose 0.5 point 
over the preceding week and marked the second consecutive week 
of increase. Some steel producers and some steelmaking districts 
are far above the national average of 75.5%. St. Louis was at 
91% and Cleveland 87.5%. 
As deliveries of light flat-rolled steel stretch out, consumers 
are less able than they were to bargain on shipment. This may 
make them increasingly inventory conscious. Richard F. Sentner, 


Steel Corp., Pittsburgh, says that inventories have reached such 
a low level that many steel consumers are operating hand-to- 
mouth. “It is clear,” Mr. Séntner declares, “that the next major 
change in the level of steel inventories will be upward.” 


of capacity for the week beginning Nov. 8, 1954, equivalent to 
1,842,000 tens of ingots and steel for castings as compared with 
_, %AQ% or 1,822,000 tons the actual output of a week ago. 
_ The industry’s ingot production rate for the weeks in 1954 is 
now based on annual capacity of 124,330,410 tons as of Jan. 1, 1954. 
For the like week a month .ago the rate was 72.8% and pro- 
duction 1,735,000 tons. A year ago the actual weekly production 
was placed at 2,081,000 tons or 92.3%. The operating rate is not 
comparable because capacity was lower than capacity in 1954. The 


117,547,470 tons as ef.Jan. 1, 1953. 


Electric Output Strikes All-Time Record High 
In. Past Week 


The amount of electric energy distributed by the electric light 
and power industry for the week ended Saturday, Nov. 6, 1954, 
was estimated at 9,357,000,000 kwh., according to the Edison Elec- 
tric Institute. 

» This was an all-time record high with the previous high point 
occurring in the week ended Aug. 28, 1954 at 9,227,000,000 kwh. 

This represented an increase of 205,000,000 kwh. above that of 
the previous week and an increase of 955,000,000 kwh., or 11.4% 


over the comparable 1953 week and 1,550,000,000 kwh. over the 
like week in 1952. 


Car Loadings Register Mild Declines in the Latest Week 


Loadings of revenue freight for the week ended Oct. 30, 1954, 
decreased 9,774 cars or 1.3% below the preceding week, accord- 
ing to the Association of American Railroads. 

Loadings totaled 736,233 cars, a decrease of 44,610 cars or 
5.7% below the corresponding 1953 week, and a decrease of 
125,883 cars or 14.6% below the corresponding week in 1952. 


U.S. Auto Output Spurts 36% Above Previous Week 


The automobile industry for the latest week, ended Nov. 5, 
1954, according to “Ward’s Automotive Reports,” assembled an 
estimated 99,941 cars, compared with 68,649 (revised) in the pre- 
vious week. The past week’s production total of cars and trucks 
amounted to 119,272 units, an increase above the preceding week’s 
output of 31,833 units or 36% due to overtime and Saturday work 
at Chrysler Corp. and Studebaker, plus post-changeover buildups 
at other Big Three plants, states “Ward’s.” In the like week of 
1953 129,269 units were turned out. 

Last week, the agency reported there were 19,331 trucks 
made in this country, as against 18,790 (revised) in the previous 
week and 12,480 in the like 1953 week. 

“Ward's” estimated Canadian plants turned out 3,400 cars and 
417 trucks last week, against 2,717 cars and 542 trucks in the 
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_ The American Iron and Steel Institute announced that the - 
operating rate of steel companies having 96.1% of the steelmaking - 
capacity for the entire industry will be at an average of 77.2% © 


» 


percentage figures for last year are based on annual capacity of 
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preceding week and 3,588 cars and 926 trucks in the comparable 
1953 week. 


Business Failures Hold to Lower Levels in Election Week 


Commercial and industrial failures dipped mildly to 204 in the 
week ended Nov. 4 from 223 in the preceding week, Dun & Brad- 
street. Inc., discloses. While casualties were a little below the 207 
which occurred in the comparable week last year, they exceeded 
sharply the 1952 toll of 143. In relation to the pre-war level, 
however, mortality was down 36% from the 318 recorded in 1939. 

Failures with liabilities of $5,000 or more declined to 176 from 
193 in the previous week and 181 a year ago. Among small 
casualties, those involving liabilities under $5,000, there was a 
dip to 28 from 30 last week, but they remained slightly above 
the 26 in the similar week of 1953. Liabilities in excess of 
$100,000 were incurred by 13 of the failing concerns.as coupared 
with 15°a week ago. 

- Most of the -week’s decrease was concentrated in manufactur- 
ing where casualties fell to 39 from 58 and wholesaling, down to 
146 from 23. While construction dipped one to 22, the toll among 
retailers held steady: at 108 and among commercial service estab- 
lishments rose to 17 from 11. More retail businesses failed than 


last year, but other lines had fewer caswalties than in 1953. The 


most notable declines from a year ago appeared im construction 
and manufacturing. 


Five of the nine geographic regions reported lower mortality ~ 


during the week. The dips were generally mild, but.a sharp de- 
ciine brcught the toll in the Middle Atlantic States"down to <4 
from 86. Failures exceeded the 1953 level in stx* geographic 
areas; the only declines ftom last year occurred if the Middle 
Atlantic, West South-Central and Pacific States. 


Wholesale Food Price Index Rose the Past Week to 
Highest Level Since Aug. 24 


Continuing the upward movement of last week, the whole- 
sale {ood price index, compiled by Dun & Bradstreet, Inc., rose 3 
cents to stand at $6.74 on Nov. 2, the highest level since Aug. 24 
when it stood at $6.89. The current figure compares with $6.48 
on the like date a year ago, or a gain of 4.0%. ee 

Moving higher in price this week were wheat, oats, sugar, 
milk, coffee, cottonseed oil, cocoa, steers, and lambs. Lower were 
flour, corn, rye, barley, lard, eggs, and hogs. 

The index repr ts the sum total of the price per pound 
of 31 raw foodstuffs and meats in general use and its chief func- 


tion is to show the general trend of food prices at the wholesale 
level. 


Wholesale Commodity Price Index Closes Latest Week 
Slightly Lower 
There was very little movement in the Dun & Bradstreet 


daily wholesale commodity price index during the past week. 
The index finished at 276.86 on Nov. }. It was dowrniStightly from 


277.49 a week earlier and compared with 271.74 on the correspond-"" 


ing date a year ago. 


Grain markets worked generally toward higher“tevels in the - 


past week. Wheat strengthened despite the prospect of a smaller 


1954 crop and the tremendous ‘stocks held in-the United States. - 


Supplies of. wheat in all positions om Oct. 1 were the largest on 
record and totalled. 1,682,000,000- bushels. Buying of the bread 


cereal was.based on the strong cash: situation, the brighter export 


outlook and: indications that much wheat-will find its way into 
the loan. The rise in soybeans was sparked by light: marketings 
and unfavorable weather for harvesting: Corn ‘and oats developed 
a steadier. tone largely in sympethy with other grains. : 

The Fall harvest was said to be about ten days te two weeks 
later than last year and the peak movement of corn-end soybeans 
has been very small as compared with former years, indicating 
a holding attitude on the part ef producers. 


Daily average purchases of grain and soybean futures -in- 


creased last week and totalled 52,300,000. bushels,’ against 4@,- - 


600,000 the week before. a 

Domestic flour bookings continued in very smalh:yolume last 
week with ‘minor price fluctuations offering little of’no induce- 
ment to bakers or jobbers. Shipping directions were maintained 
at a fairly good rate. Export flour business remaine@ mall. But- 
ter was quite steady following recent sharp decliriés,« 

Cocoa registered sharp advances the past week @itbuying in- 
fluenced by higher asking prices by the British Marketing Board. 


The spot Accra grade showed a rise of about 5 cents a pound 
over the recent low. 


Warehouse stocks of cocoa declined to 92,985 bags;from 98,174 
a week previous, and compared with 89,732 bags a year ago. 
Coffee prices trended higher as the result of active demand by 
roasters for both spot and future shipment. Cash lard was irreg- 
ular and finished sharply lower for the week. Hogs recovered 
from early weakness and closed about unchanged from a week 
ago. Prime steers held steady to firm, while lambs worked mildly 
lower. 

Cotton prices moved irregularly 
showed little change for the week. 


Supporting influences were generally lacking although price- 
fixing and miil buying tended to hold prices fairly stable. 


Trading was more active in the 14 markets with’sales total- 
ing 479,900 bales, against 450,400 in the preceding wee. The mid- 
October parity price for cotton was placed at 34.60 cents a pound, 
a drop of 49 points below two months ago. The amount of cotton 
ginned prior to Oct. 16 was smaller than the trade had expected. 
Total ginnings for the season, according to the Bureau of the 
Census, were 7,817,000 bales. This was 11% below last year. and 
was equivalent to about 63% of the indicated 1954 preduction. 


Trade Volume Shows Little Change From Week Ago 


Heavy response to widespread promotions on Tuesday seemed 
to be balanced by shopping losses due to voting, with the result 
that the elections had little effect on retail sales in. the period 
ended on Wednesday of last week. ' 


The total volume of business was about equal to that of the 
preceding week and moderately above a year ago. Specialized 
shops reported larger sales than did department stores. 

The total dollar volume of retail trade in the week was esti- 
mated by Dun & Bradstreet, Inc., to be from 1 to 5% above the 


in a narrow range and 


level of a year ago. Regional es- 
timates varied from the corre- 
sponding 1951 levels by the fol-+ 
lowing percentages: Northwest 
—l1 to —5; South and Midwest 0 
to +4; New England and Pacific 
Coast +1 to +5; Southwest +2 te 
+6 and the East +3 to +7. 
Apparel contributed substan- 
tially to last week’s healthy vol- 
ume of business. Women’s coats 
were particularly popular and 
furs, sportswear and m.ilinery 
sold weil. Dresses and suits, how- 
ever, were not so favored by” 
Shoppers: Purchases of men’s 
clothing gained in such items as 
shirts, wool robes and suits. 


Housewives spent greater 
amounts for food the past “week 
than year ago. Meat buying was 
concentrated on veal, rounds and 
ribs of beef, pork loins and poul+ 
try (the hast item being m greater 
supply than demand). Canned 
tuna and frozen fish sticks w 
particularly popular. 
-- Aggressive promotions cr 
some new interest in teys st 
week, while sales of household 
gZ0e0ds were spotty: Electric 
blankets, clock-radios ard deep- 
fat fryers were in demand, but 
furniture, bedding and floor cov- 
erings sold poorly. - 

Purchases of maior apptierees 
declined and competition tight+ 
ened among dealers in many garts 
of the country. . : 


While a seasonal expansion of 
wholesale buying continued in the 
week, there was little prospect of 
a marked rise in orders during 
coming months. Last week the 
New York Credit Group Service, 
Inc., reported a survey, the re- 
sults of which were ‘similar to 
widely held market expectations 


This group found that mere 
than 90% of the credit exeoutives 
interviewed thought that whole- 
Salers, distributors, and retailers 
in most businesses, ranging from 
apparel to automotive supplies, 
would continue 
‘cautious buying. 


their present 


_ Both. steady, or slightiy easing, . 
prices and top-heavy inveniories ws 


‘in. the .past. 18 months eeuld . 
en mn for this conservative out- 
ook. . 


-. Department store sales on a 


‘country-wide basis as takem from 
the .Federal Reserve Beard’s in- 
dex..for the week-ended Oct. 30, 
1954; rose 4% above the like pe- 
‘riod last year. In the preceding 
‘week, Oct, 23, -1954, an: imcrease 
‘of 9% was registered above that 
‘Of the similar period in 1953 while 
for the four weeks ended Oct. 30, 


-1954, a gain of 3% was noted. For - 


‘the period Jan. 1 to Oct. 30, 1954, 
a loss of 2% was registered from 


-that of the 1953 period. t 


Retail trade in New York City 
‘last week rose by about 6% as a 
result of colder weather, trade ob- 
servers report. 


According to the Federal Re- 
serve Board’s index department 
store sales in New York City for 
the weekly period ended Oct. 30, 
1954, registered an increase of 5% 
above the like period of last year. 
In the preceding week, Oct. 23, 
1954, an increase of 6% was re- 


ported from that of the similar 
week in 1953, while for the four 
weeks ended Oct. 30, 1954, a de- 
cline of 1% was reported. For 
the period Jan. 1 to Oct. 30, 1954, 
no change was registered from 
that of the 1953 period. 


Two With FIF 
(Special to THe Frvanciat CHrowtcaus) 
DEN VER, Colo—wWilliam J. 
Crisp, Jr. and Norman A. Ford 
have been added to the staff of 
FIF Management Corporation, 444 
Sherman Street. 


Straus, Blosser Adds 


(Special to Tue Prinancrat Curowrcr) 
GRAND RAPIDS, Mich.—Har- 

vey R. Comrie has joined Straus, 

Blosser & McDowell, Grand Rap- 


ids National Bank Building. 
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indications of Current 
Business Activity 


AMERICAN IRON AND STEEL INSTITUTE: 


lucscaled Sleei vpe.alions (percent of capacity)_.__..__-_ Nov. 14 
Equivalent to— 

Steei ingots and castings (met tons)__..-.___-_-___________ jov. 14 

AMERICAN PETROLEUM INSTITUTE: 

Cruce oil and conuensate output—daily average of 
42 gallons each)-_____ oan a ct. 3 

Crude runs to stills—daily average (bbls ) , - «t. 29 

Gasoline output (bbis.)........___--_- . magne Mee ae 

Kerosene output od ea aR - ct. 239 

Distillate fuel oil output (bblis.)_._____--_ cuiats 1 oe 

Residual fuel oil output (bbis.)___-__ . 4t. 29 

Stocks at refineries, bulk terminals, in transit, - 
riuisned and untinished gasoline ‘bbls.) at oow 206. 39 
mesesems (ane) O6.......cos-s- : _. det. 29 
Distillate fuel oil (bbis.) at......______ ~ Jct. 29 
ee Ee Jct. 29 

ASSOCIATION OF AMERICAN RAILROADS: 
Revenue freight loaded (number of cars) ~mow Det 30 
Revenue treight received trom connections - JCt. 30 
CIVIL ENGINEERING CONSTRUCIION — ENGIANcE KING 

NEWS-RECORD: 

Tetal U. S. canstruction..._.......... _Nov. 4 
Private construction ate tienen ob 1%.- 
Public construction . ov. 4 

State and municipal_________-_ : . Tov. 4 
EE ee a -iov. 4 
COAL OUTPUT (U. S. BURFAU OF MINES): 
Bituminous coal and lignite (tons) . ct. 30 
Pennsylvania anthracite (tons) —-- ‘ ~ ct. 30 
DEPARTMENT SiORE SALES IYDE.—FeVeurl K~., & 
SYSTEM—1947-49 AVERAGE 100 * - Jct. 30 
EDISON ELECTRIC INSTITUTE: 
Eiectric output (in 000 kwh.)_----- -Nov. 6 
FAILURES (COMMERCIAL AND INDUSTRIAL) —DUN & 
BRADSTREET, INC. Nov. 4 
IRON AGE COMPOSITE PRICES: . : 

Finisned steel (per lb.) -Nov. 2 

Pig i.on ‘per gross ton) __ Nov. 2 

Scrap steel (per gross ton) Nov. 2 

METAL PRICES (E. & M. J. QUOTATIONS): 

Electrolytic copper - - 
Doinestic reimery at i. NOV 3 
Export refinery at Nov. 3 

Straits tin (New York) at Nov. 3 

Lead (New York) at Nov. 3 

Lead (St. Louis) at NOV. J 

Zinc ‘East St. Louis) at___ ov. 3 

MOODY'S BOND PRICES DAILY AVERAGES: - 

U. S. Government Bonds_- .Nov. 9 

Average corporate Nov. 9 

Aaa Wea ee _Nov yg 

Aa X Nov 9 

A . - Nov 9 

Baa ; Nov. 9 

Railroad Group Nov. 9 

Puolic Utilities Group Nov. 9 

Industrials Group Nov. 9 

MOODY'S BOND YIELD DAILY AVERAGES : 

U. S. Government Bonds Nov. 9 

Average corporate No 9 

Aaa Nov 9 

Aa N 9 

A No\ 9 

Baa adams “A 3 

Railroad Group N 9 

Public Utilities Group ‘O 9 

Industrials Group N 9 

MOODY'S COMMODITY INDEX - No 9 
NATIONAL PAPERBOARD ASSOCIATION 

wruers received (tons) Oct ‘Oo 

Production (ton Oct. 30 

Percentage of acti Oct. 30 

Unfilled orders ‘ton: t end of period Oct. 30 

OTL, PAINT AND DRUG REPORTER PRICE INDEX 
i*%16 AVERACE 100 or" 5 
STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD- 

LOT DEALERS AD SPECIALISTS ON N STOCK 

EXCHANGE — SECURITIES EXCHANGE COMMISSION 
Odd-lot sales by dealers (custome! pur 

Number of share 23 

Dollar value ) 23 

Odd-lot purchases by dealers (custome! 

Number of share Total sales r 23 
Customer sort ie x 23 
Customers’ other sales Oct 3 

Dollar value ct. 23 

Round-lot sales | dealers 
Ni imber oi share Total sales Oo 3 

Short sales a 23 
Other sale det 3 
—_ d-lot purchases by dealer 
umber of shares on 3 
TOTAL ROUND-LOT STOCK SALES ON THE ! STOCK 

EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS 

FOR ACCOUNT OF MEMBERS (SHARES): 

Total Reund-lot sales 

Short sale ox 16 

Other sales on 16 

Tota ales ) 1G 
ROUND-LOT TRANSACTIONS FOR ACCOUNT “- 

BERS. EXCEPT ODD-LOT DEALERS AND SPEC IAL IS f s 

Transactions of specialists in stocks i v 

Total purchase On 16 
Short sale: x lf 
Other sale ) 16 

Tota ale ) lt 

Other transactior ated o1 he ( 

rot purchas¢ ) 16 
Short sale 
Other sale ) ] 

Tota ale ) 16 

Other transacti« tiated off tne 

Total purchases 9 l 
Short sales ) ] 
Other ale ) 16 

Tota ale O 6 

Tota oun ri isactions for 

I are f 
Ort he ale tr) If; 

Tota ale { 16 

WHOLFSALE PRICES. NEW SERIES - I Oo! 

LABOR (1947-419 100) 

Commodity Gr 
All omnr lit 
Far produ 

im ‘ er 

Me 

All comm odl € fa 


Latest 
Week 
§77.2 


$1,842,000 


6,152,750 
16,897,000 
23,928,000 

2,335,000 
10,689,000 

7,055,000 


149,789,000 
38,228,000 
137,055,000 
56,392,000 


736,233 
627,680 


$287,149,000 
165,775,000 
121,374,000 
101,345,000 
20,029,000 


9,000,060 
4 000 


117 
9,357,000 


204 


4.798c 
$56.59 
$34.00 


29.700c 
30.875c 
92.125c 
15.000c 
14.800c 
11.500c 


99.38 
110.70 
115.24 
112.37 
110.52 
105.00 
108.88 
111.07 
112.00 


Nhe OOe UU 
OW 


WWWKWWNWN 
KFuoU > 


as 

~ 

~ 
oe 
S 


256,771 
260 468 
9b 


390 


545 


970,777 


‘ 
$49,877,550 


$42,92 


395,310 
10,626,860 
11,022,170 


~ 


190.650 
199,470 
983,940 
1,183,410 


< 00 
362.820 
$492,060 





(1963) 39 


The following statistical tabulations cover production and other figures for the 


latest week or month available. 


Dates shown in first column are either for the 


week or month ended on that date, or, in cases of quotations, are as of that date: 


Previous 
Week 
*76.4 


*1,822,000 


*6,174,450 
6,928,000 
23,418,000 
2,145,000 
10,950,000 
7,420,000 


149,834,000 
38,874,000 
135,437,000 
56,475,000 


746,007 
623,410 


$220,233,000 
113,112,000 
107,121,000 
99,951,000 
7,170,000 


*8,885,000 
507,000 


123 


9,152,000 


223 


4.798¢ 
$56.59 
*$33.33 


29.700c 
33.125c 
92.375c 
15.000c 
14.800c 
11.500c 


99.57 
110.70 
115.43 
112.37 
110.52 
104.83 
108.88 
111.07 
112.00 


oY Nhe OOF 
m= WO em Rm OW WwW 


WWWWWKNWN 


406.6 
225,539 
258,055 

93 
394,122 


106.27 


$46,2 


$41,816,541 


396.350 
10,991,770 
11,388,120 


tw 
IN S 


Month 
Ago 
72.8 


1,735,000 


6,144,650 
6,979,000 
24,371,000 
2,167,000 
10,429,000 
7,908,000 


152,118,000 
38,390,000 
127,836,000 
56,365,000 


721,883 
614,044 


$192,931,000 
92,655,000 
100,276,000 
70,143,000 
30,133,000 


7,990,000 
550,000 


110 


9,193,000 


4.798 
$56.59 
$52.00 


29.700c 
31.075« 
93.250c 
14.750c 
14.550« 
11.500c 


100.04 
110.52 
115.24 
112.19 
110.52 
104.66 
108.70 
110.86 
112.00 


106.06 


403.810 
10,353,830 
10,757,640 
1, 2( 550 

202 VY 
1,031 { 
] 2 0 

17.3 ) 

444 

4 5 

04 
1,85 f 
2,1 

if 

104 
4 

1144 


Year | 


a 


2,081,000 


6,027,600 
6,867,000 
23,167,000 
2,614,000 | 


10,131,000 | 


| 


| 
| 
| 
| 


| 


7,991,000 | 


141,292,00( 
37,492,00. 
134,477 ,00C 
51,558 ,00¢ 


780,84 
653.57 


$152,790, 006 
88,529,00 
64,251.00 
56,008,00 

8,293,00 


100,00 


620,05 


11: 


co 


398,00 


20 


4.634 
$56.5 


$35.33 | 


29.675¢c | 


28.900: 
81.500¢ 
13.500c 
13.300« 
10.000« 


95 2 
106.3 
111.4 
108.5 
106.0 
100.0 
104.3 
105 

108.5 


W Oo WWW WW Ww 
NS Wer ~1 6 Tow Ss 


_ 


625.44 
bt 

617,88 

205.90 


205, 90¢ 


800,330 
086.906 


| 


| BUSINESS INVENTORIES — DEPT. 






BUILDING CONSTRUCTION—U. § 


CIVIL 


a 


| CONSUMER CREDIT 


UNITED 


. DEPT. OF 


LABOR—Month of October (in millions): 


Total new construction 
Private construction _ 
Residential building (nonfarm) ‘ 
New dwelling units - 
Additions and alterations 
Nonhousekeeping ‘ 
Nonresidential building (nonfarm). 
Industrial 
Commercial 
Warehouses, office and loft buildings 
Stores, restaurants and garages 
Other nonresidential building 
Religious ; 
Educational 
Social and recreational 
Hospital and institutional 
Miscellaneous .- 
Farm construction 
Public utilities 
Railroad 
Telephone and telegraph 
Other public utilities 
All other private 
Public construction 
Residential building 
Nonresidential building 
Industrial 
Educational 
Hospital and iis 
Other nonresidential building 
Military facilities 
Highways 


titutional 


Sewer and water 

Miscellaneous public service enterprises 
Conservation and development 

All other public 


OF COM- 

MERCE NEW SERIES Month of August 
‘millions of doilars) 

Manu faciuring 

Wholesale 


Retail 


Total 


ie ASH DIVIDENDS—PUBLICLY REPORTED BY 


U. 8S. CORPORATIONS-U. 8. 
COMMERCE 
omitted ) 


DEPT. OF 
Month of September (000's 


ENGINEERING 
GINEERING 
October 

Total U.S 


CONSTRUCTION — EN- 
NEWS-RECORD — Month of 
(0900's omitted ) 
construction 
Private construction 
Public construction 
State and municipal 
Federal 


OUTSTANDING—BOARD 
OF GOVERNORS OF THE FEDERAL. RE- 
SERVE SYSTEM—REVISED SERIES—Esti- 


mated short and intermediate term credit 
in millions as of Sept. 30 
Total consumer credit 
Instalment credit 
Automobile 
Otner consumer goods 
Repair and modernization loan 
Personal loans 
Non-instalment credit 
Single payment loa! 
Charge accoun 
Service credit 
COTTON AND LINTERS — DEPT. OF COM- 
MERCE—RUNNING BALES 
Consumed month of Se embel 
In consuming establishments ; of Sept 
In public orage as of Sept. 26 
Linte! Consumed mol o! Sep ‘ € 
Stock Sept 2 
Cotto jindle active as of Sept. 2€ 
COTTON SEED AND COTTON SEED PROD- 


UCTS—-DEPT. OI 
September 

Cotton Seed 
Received at mill 
Crusned 
Stock tons) Sept 


COMMERCE—Month ol 


Crude Oil 
Stocks (pound 
Produced pound 


DEPARTMENT STORE SALES 
ERA! RESERVE DISTRICI 
RES'RVE BANK OF N Y.—_— 


Averace 100 M 


SECOND FED 
FEDERAI 
1947-19149 


STATES 
BUREAU OF 


EXPORTS 
CENSUS 1 


AND IMPORTS 





Latest 
Month 


$3,500 
2,396 
1,306 
1,180 
102 
24 
542 
164 
197 
89 
108 
181 
58 
54 
18 
29 
22 
126 
410 


$1,265,000 


wh 
oO 
o 


 oa-Th¢ 


« 


WNwWO 


eee Tne 


<7 03 WN aI 


$28 aaa 
21.24 
10,1 71 
5,063 


70,884,000 
163,809,000 
115,956,000 


iJ7,* 


Previous 
Month 


$3,609 
2,437 
1,306 
1,175 
106 
25 
551 
160 
207 
89 
118 
184 


*$44,194 


$339, 


*11,752 
*22,403 


*$78,349 


600,000 


$1,478,553 


ou 


~ 


$11,241 
667,312 
554,777 
112,535 


$27,932 
21,310 
10,158 
5,069 
1,569 
4,514 
6,622 
2,203 
2,642 
1,777 


667,443 
,025,075 
340,420 
111,727 
544,583 


9,306,000 


449,340 
249,700 
428,283 
881,900 
890,000 


.734,000 


7,813,000 


186,000 
206,000 


188,910 
121,257 
135,668 


78,861 
54,155 
73 


468 


1,082 
81,534 
1,453 


671 
627 
54¢ 


97 ? 
149 
340 


te b> 


Year 
Ago 


$3,236 
2,154 
1,076 
950 
101 
25 
511 
177 
179 
75 
104 
155 
46 

41 

16 

26 


$46,888 
11,923 
22,775 


$81,586 


$1,235,300 


$1,469,252 
856,392 
612,860 
501,468 
111,392 


$27,979 
21,347 
10,232 
5,352 
1,562 
4,201 
6,632 
2,130 
2,716 
1,786 


703,461 
1,296,021 
5,912,747 

121,636 
1,057,148 

20,012,000 


ry 


.323,217 
509,670 
,063,646 


~ 


89,090,000 
157,634,000 
104,666,000 


927,026,000 
97,992,000 
89,270,000 


112,687 
241,458 
198,719 


47,162 
109,917 
104,917 


98,008 
171,759 
132,717 
900 
393 
756 


~ nh 


515 
643 


350 


NN 


100 
102 
98 
123 
*118 


~~ « 
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| Funston War=2 


ngainst Canadian High 


- Pressure Securities Sales Literature 


President of the New York Stock Exchange, in the official 
publication of the organization, says “Operation Sucker” is 


rolling down from Canada’s largest city at high speed, and 
, American public is being defrauded. 


Writing in the November issue 
of “The Exchange” magazine, the 
«ficial publication of the New 
Work Stock Exchange, Keith Fun- 
sion, the Pres- 
ident of the 
Exchange, is- 
sued a warn- 
jing against 
#hony Canad- 
ian securities. 
Ye denounced 
the “rat-hole 
salesmen of 
ywhony securi- 
ties” who are 
picking the 
grockets of the 
American 
weople. 

in unusually 
strong lan- 
guage, Mr. Funston warned Amer- 
, an _ investors to beware of the 

Ylood of high-pressure sales liter- 
ature and telephone calls pouring 
-out of Canada, mostly from Mon- 
ireal in the Province of Quebec. 








G. Keith Funston 


“Operation Sucker,” he de- 
ciared, “is rolling down from 
Canada’s largest city at high 
epeed.”” The American public ts 


®eing defrauded, he added, de- 
spite laws, international agree- 
anents, official warnings, persua- 
eion and horrible examples. 

“I’m on several sucker lists my- 
self,’ Mr. Funston writes, “the 
swacker lists of firms which spe- 
cialize in peddling day dreams 
and get-rich-quick schemes. 

“Not long ago I received a let- 
ter at my home which called my 
attention to merely a few issues 
in which profits, according to the 
€irm which wrote me, ranged, not 
from 10 to a mere 100%, but from 
4,900 to more than 10,000%. 


“These, mind you, were just a 
few such issues. The letter ended 
with the advice that I write in for 
the names of low-priced stocks 
which presumably would give me 
ua profit of upwards of 1,000% in 
@#he next year and a half. Natur- 
ally, there would be no cost for 
“his priceless information.” 


Pointing out that unfortunately 
“he sensational sales patter of 
“these shoddy shysters is all too 
, #uccessful, Mr. Funston com- 
*@nented: 


“I’m almost tempted to believe 
Zhat a large number of people 
“ake a morbid pleasure in burying 
@heir savings in moose pastures.” 


Wir. Funston noted that Canada 
4s a growing country with unlim- 
@ted potential and that U. S. citi- 
‘zens have already invested bil- 
Sions of dollars in legitimate Ca- 
miadian enterprises. 

“The companies I’m discussing 
4n this article,’ he said, “have 
asmall claim to legitimacy. 

“{'d like to make it very clear,” 
@he added, “that I am talking only 
at the parasites of the securities 
<ndustry, not the vast majority of 
thonest brokers in this country and 
€anada, including Montreal. 

“Probably less than a couple of 
@wmndred chiseling salesmen are 
@arring the brokerage industry of 
two nations with their swindles.” 


Mr. Funston noted that the 
@roblem of the phony stock sales- 
@men is not limited to Montreal 
and cited “prospecting by stock 
certificate” which has been 
touched off by uranium discov- 
@ries in the West. 


Expressing the opinion that 
there’s nothing wrong with keep- 
ing an eye on speculative uranium, 
fold or oil stocks, he added: 


“Don’t be dazzled by the nice 
man who offers to let you buy 
uranium-plated gold bricks below 
cost just because he likes you.” 

The Stock Exchange President 
explained how one favorite de- 


vice of the “Montreal mounte- 
banks”—the option—works: 

If you express any interest at 
all in the swindler’s initial pitch, 
Mr. Funston said, you're likely to 
get back in the mail a beautifully 
printed certificate which says you 
are entitled to buy 1,000 shares 
of H2O stock at 75 cents a share. 
With this option you'll receive a 
letter stating that the first public 
offering of the stock will be at 
$1 a share. 

That option, he went on, may 
look pretty good to you—you’re 
getting a better price than the 
public. 


Continued from page 16 
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“The catch, of course, is that 
the stock may be worth approxi- 
mately the cost of the paper on 
which the option is printed.” 

Mr. Funston warned: 


“Don’t throw your money down 
an illusory mine, even though it’s 
got a gilded sign on top proclaim- 
ing ‘Chance of a Lifetime.’ 

“Don’t let the few termites of 
the securities industry undermine 
your financial security.” 

Before you do business with any 
high-pressure securities salesman, 
Mr. Funston advised the public: 

“Get in touch with a member 
firm of the New York Stock Ex- 
change or any regional stock ex- 
change—check with the National 
Association of Securities Dealers 
—write to the Securities and 
Exchange Commission in Wash- 
ington or to your own state Secu- 
rities Administrator — call your 
local Better Business Bureau. The 
help these people will give you 





wont’ cost you a dime.” 


The Steps Needed to Increase 
International Investment 


people. The United States had a 
population of about 50 million. 

Now, what are the correspond- 
ing figures, which I take from the 
1953 balance of payments figures 
published by the Fund? The United 
States had an income from foreign 
investment of $2,154 million on di- 
rect investment, and income from 
other types of investments, in- 
cluding government loans, of $468 
million. Therefore, the total net 
income from investments was 
$2,622 million of income. 

Now, in the same period, how 
much did the United States in- 
vest? Abroad, in long-term invest- 
ments—let’s take direct investment 
first—direct investment, including 
reinvestment of profits, amounted 
to $1,413 million. And on securi- 
ties account the balance is minus 
$64 million—in other words, it 
had $64 million less of portfolio 
investment than the year before. 

Now, official and banking long- 
term loans net amount to $117 
million. If I remember well, the 
figure for actual disbursements of 
= World Bank is about $160 mil- 
ion. 

So the total from the United 
States, excluding World Bank, I 
should say, is around about $1,500 
million during 1953 as compared 
with $2,622 million of income. In 
other words, the net flow of trans- 
fers from countries to the United 
States was appreciably more than 


the outflow from the United States 
to the rest of the world. And if 
you consider that the great part 
of this outflow is from investment 
in oil, you will see that the figures 
are really not encouraging. 

If one compares this small 
amount of capital invested abroad 
with the size of the gifts that this 
very generous country has given, 
some $30 billion to $40 billion of 
gifts, including Marshall Plan and 
Mutual Security Plan, one is led 
to think somewhat that the United 
States has more ability to give 
than to lend, 

Now in analyzing the reason 
why, let’s try if we can to see why 
such features are taking place. I 
will divide it between what I shall 
call minor and major causes. 


Technical Causes 


The minor causes, I should say, 
are rather technical but they are 
simple. First of all is the fact 
that the only kind of investment, 
foreign investment, which is sup- 
posed to be sound is one that must 
contribute to a balance of pay- 
ments improvement. Well, inas- 
much as a good many economists 
are here, I do not need to go into 
details to explain that a foreign 
loan may be granted—foreign in- 
vestment may take place—in an 
underdeveloped country which 
neither produces an increase of 
exports nor a decrease in imports 





Why “Converiibility”’ 


Drags Its Feet 


“Major wars always bring financial disorders. 
The intractability of the postwar problem of con- 
vertibility has many explanations but none more 
basic than delays in action to deal with inflation, to 
discard artificial cheap money policies, and to get 
government budgets and debts under control. 


x 


x: 


“The question emerges as to whether political 
pressures are not working in many countries to 
keep the inflation kettle boiling over and to per- 
petuate balance of payments difficulties. In other 
words, are not soft money policies, directed toward 
the maintenance of full employment, constantly 
undermining the value of money, the savings flow, 
and the international competitive power of the 
nations practicing such policies? Are nations will- 
ing to submit to the rules of sound money or are 
they reconciled to periodic if not continuous depre- 
ciation of the coin in which their wages, pensions, 
and other means for livelihood are expressed?” 
—The National City Bank of New York. 


These are indeed the real questions! 


and still does not amount to a 
balance of payments disequilib- 
rium—provided there is no infla- 
tion. The beast is inflation. The 
investment may be of a nature 
that produces an excellent amount 
of activity. It can have excellent 
resuits for the country and still 
may not have a direct action on 
the balance of payments. That 
misconception I think should be 
put aside. 

The second technical point 
which has relevance, which I 
would like just to mention, is 
the investment criterion which 
thinks that loans should only 
cover the foreign exchange re- 
quirements. That’s in connection 
with Article IV of the World Bank 
charter. There seems to be there 
a lamentable confusion between 
the physical items of capital and 
capital for savings. The fact that 
in a certain scheme or a certain 
project only 30%, let’s say, of it 
is composed of goods which must 
be imported does not mean that the 
underdeveloped country should be 
or is able to provide 70% of the 
Savings necessary, when the fact of 
“ungerdevelopment” itself means 
that the country does not have the 
savings at its disposal. 

I think these two points are 
what I shall call the minor mis- 
conceptions. 


The Transfer of Leadership 


Now going to the major causes, 
I simply think we must realize 
this: That the leadership of the 
economic world has passed from 
Great Britain to the United States; 
that is—I don’t know if it’s an 
English word, but I'll risk it—the 
leadership has passed from an ex- 
troverted country to an intro- 
verted country. 

The word may be of Latin ori- 
gin; I don’t know. 

By “extroverted country” I 
mean a country looking to the 
outside world. Great Britain was 
a country for which foreign trade 
meant 20°, more or less, of na- 
tional income, whereas the United 
States is a country in which for- 
eign trade means 6%, more or 
less, of the national income. The 
stake of Great Britain in the out- 
side world was much more than 
that of the United States. 

The second point for us to real- 
ize—I am not criticizing; I am just 
stating facts—is that while Great 
Britain was not competitive with 
primary producing countries in 
any way, the United States, with 
its tremendous size and possibili- 
ties, both in industrial and in 
agricultural production, is com- 
petitive with several primary pro- 
ducing countries. 

The third point, which I think is 
very important, is that Great Brit- 
ain had an extremely comprehen- 
sive understanding of what I shall 
call the multiplier, The multiplier 
I have in mind is not the foreign 
trade multiplier that you econo- 
mists have in mind perhaps now; 
it is another multiplier. I have 
had a great deal to do with the 
British and dealt with them for 
some 30 years, and always found 


they have a very good under- 
standing of this multiplier con- 
cept. It means that a loan that is 
granted to an underdeveloped 
country meant employment, meant 
increase of trade, meant develop- 
ment of markets, meant accept- 
ance commissions, meant money 
Piarket discounts, meant insur- 
ance, meant freight, meant coal. 
These other activities represent 
the multiplier, ie., advantages to 
be taken from the foreign invest- 
ment in a good many ways out- 
side the profit of the investment 
itself. 

The United States, by the nature 
of its economy, is too busy with 
the development of its own coun- 
try to take care and have a proper 
understanding of these secondary 
but most important concepts, 


which I have called the multiplier 
advantage of foreign investment. 


The Tax Problem 


As a final remark, I would like 
to point out the important ques- 
tion of income tax. This has been 
referred to so many times, but 
really I think it is a very impor- 
tant point. You take, for instance, 
capital that goes to Brazil. That 
means American equipment goes 
there, American know-how is ex- 
ported to Brazil, and Brazil sup- 
plies labor, raw materials, and so 
forth. In the end, we have a 
Brazilian-American undertaking. 
If successful, i.e., if it produces a 
profit, the Brazilian Government 
comes and says, “Please give me 
my 10% of those profits, which is 
my income tax.” Now, the richer 
country, here represented by 
my distinguished colleague, Mr. 
Humphrey, says, “Give me my 
share of this profit,” which some- 
times amounts to 30% or more. 

I think this is quite harmful to 
foreign capital, because, after all, 
if you don’t give the American 
businessman some sort of induce- 
ment to go outside his country, 
why should he go? He has so many 
interesting possibilities right in 
his very country; he has the un- 
derstanding; he has the language: 
he understands the mentality of 
the people. In order to go to an- 
other country, there must be some 
sort of inducement for him to do 
so. The Rockefeller Report indi- 
cates 17 countries which do not 
charge tax on income produced 
outside the countries. 

I would like to conclude by @ 
final remark on the absolute 
meaning of the figures that we 
see—when I say “we,” I am refer- 
ring to the founding fathers of 
the 1944 Bretton Woods Agree- 
ment, such as Mr. Rasminsky of 
Canada and others that I see here. 

When the meaning of the 1944 
figures is compared to their mean- 
ings today, it must be borne im 
mind that international trade has 
since then increased by some 40%, 
and the purchasing power of the 
dollar has decreased by 40%. 
Therefore, the figures that we had 
in mind both for the Fund and for 
the Bank should be reviewed. 

In conclusion, I repeat, that 


underdeveloped countries shoul@ 
maintain the climate of receptiv=- 
ity for foreign capital and combat 
inflation and nationalism. The 
capital-exporting countries shoul@ 
sincerely consider that when the 
conditions of receptivity in the 
underdeveloped countries are sat=- 
isfactory, the figures of migrating 
capital should be subject to a very 
large multiplier. 


W. R. Paynter Co. Formed 


PHOENIX, Ariz—W. R. Payn- 
ter & Co. is engaging in a secu- 
rities business from offices at 4203 
North 12th Street. Walter R. 
Paynter is a principal. 


Joins Southern Inv. Co. 


CHARLOTTE, N. C—Cecil C. 
Rankin is now associated with 
Southern Investment Company of 
Charlotte in the Gastonia, N. C., 
area. 


Joins Bache & Co. 


(Special to Tae Frvanciat C#Ronicie) 


KANSAS CITY, Mo.—Cliffor@ 
R. Trenton is now associated with 
Bache & Co., 1000 Baltimore Ave. 


With King Merritt 


(Special to THe Financia CHRONICLE) 


SPRINGFIELD, Mo.—Robert K. 


Hudson is affiliated with King 
Merritt & Co., Inc., Woodruff 
Building. 
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Securities Now 


Amalgamated Uranium Corp., Salt Lake City, Utah 
Sept. 1 (letter of notification) 2,500,000 shares of com- 
mon stock (par three cents). Price—10 cents per share. 
Proceeds—For exploration and development costs. Office 
—218 Atlas Bldg., Salt Lake City, Utah. Underwriter— 
Ned J. Bowman Co., the same city. 


American Buyers Credit Co., Phoenix, Ariz. 

Aug. 6 filed 5,000,000 shares of common stock to be is- 
sued to policyholders of American Buyers Insurance Co. 
and American Buyers Casuaity Co., and employees. 
Price—To so-called “Expansion Policyholders” (various 
policyholders of both insurance companies), and em- 
ployees, at par ($1 per share); and to all other policy- 
holders in the insurance companies, $1.25 per share. 
Proceeds—To expand in the small loan field. Under- 
writer—None. 


American Buyers Insurance Co., Phoenix, Ariz. 
Aug. 18 (letter of notification) 2,500 shares of com- 
mon stock, being offered to stockholders of record Aug. 
16 on a pro rata basis; rights to expire on Nov. 12. 
Price — At par ($10 per share.) Proceeds—To ac- 
quire capital required by Arizona law for a stock benefit 
insurance company. Office—2001 East Roosevelt, Phoe- 
nix, Ariz. Underwriter—None. 


American independent Reinsurance Co. 
Sept. 2 filed 900,000 shares of common stock (par $1). 
Price—$4 per share. Preceeds—To be invested in secu- 
rities of other companies and for working capital. Office 
—Orlando, Fla. Underwriter — Goodbody & Co., St. 
Petersburg, Fla. 


American Uranium, iInc., Moab, Utah 
Aug. 18 (letter of notification) 3,320,000 shares of capital 
stock. At par (five cents per share). Proceeds— 
For exploration and development expenses. Underwriter 
~—Ogden Uranium Brokerage Co., Ogden, Utah. 


Ampat-American israel Corp., New York 

Sept. 17 filed $5,000,000 of 10-year 5% sinking fund 
debentures, series C, due 1964; $3,125,000 of 5-year dis- 
count debentures, series D; and $4,100,000 of 10-year dis- 
count debentures, series E. Price—Series C, at par; se- 
ries D $2,507,659.53, to yield return equal to compound 
interest at rate of 44%% per annum, compounded; and 
series E $2,502,111.10, to yield 5%. Proceeds—For de- 
velopment and expansion of agricultural, industrial and 
commercial enterprises in Israel. Underwriter—None. 
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* Anticline Uranium, Inc., San Francisco, Calif. 

Oct. 28 (letter of notification) 2,970,000 shares of class A 
capital stock. Price—At par (10 cents per share). Pro- 
ceeds—For exploration and development expenses. Of- 
fice—995 Market St., San Francisco, Calif. Underwriter 
—Coombs & Co., of Los Angeles, Inc., Los Angeles, Calif. 


Arkansas Natural Resources Corp. 
June 11 (letter of notification) 299,500 shares of com- 
mon stock (par 25 cents). Price—$l per share. Proceeds 
—For expenses incident to drilling for magnetic iron ore 
Office—Rison, Ark. Underwriter—Eaton & Co., Inc. 
New. York, N. Y. 


* Arrowhead & Puritas Waters, Inc., Los Angeles, 
Calif. (11/29-30) 

Nov. 8 filed 275,000 shares of capital stock (par $1), of 
which 50,000 shares are to be issued by the company 
and 225,000 shares on behalf of American Trust Co., as 
trustee of Employees’ Incentive Bonus Plan and Trust 
of Rheem Mfg. Co. Price—To be supplied by amend- 
ment. Proceeds — Together with other funds, to retire 
unsecured term loan and subordinated term loan and for 
working capital. Business — Produces, distributes and 
sells bottled drinking water and is engaged in related 
activities. Underwriter—Blyth & Co., Inc., San Fran- 
cisco and Los Angeles, Calif., and New York, N. Y. 


® Atias Credit Corp., Philadelphia, Pa. (12/2) 

Nov. 1 (letter of notification) 74,800 shares of 20-cent 
cumulative convertible preferred stock (par $2.50) and 
74,800 shares of common stock (par 10 cents) in units 
of one share of each class of stock. Price—$4 per unit. 
Proceeds — For further expansion. Office — 2411 No. 
Broad St., Philadelphia 32, Pa. Underwriter—George A. 
Searight, New York. 


Automatic Remote Systems, inc., Baltimore 
Aug. 4 filed 620,000 shares of common stock (par 56 
cents), of which 540,000 shares are to be offered to 
public and 80,000 shares to be issued to underwriter. 
Price—$3.75 per share. Proceeds—For manufacture of 
Telebet units and Teleac systems and additions to work- 
ing capital. Underwriter—Mitchell Securities, Inc., Bal- 
timore, Md. 

Aztec Oil & Gas Co., Dallas, Texas (11/17) 
Oct. 13 filed 285,005 shares of common stock (par $1) 
to be offered for subscription by common stockholders 
of record Oct. 29 at the rate of one new share for each 
seven shares held; rights expire on Dec. 8. Price—To be 
supplied by amendment. Proceeds—To exercise an op- 





NEW ISSUE CALENDAR 


November 12 (Friday) 
Shenandoah Gas Co._______ Debentures & Common 
(Scott, Horner & Mason, Inc.) $1,311,000 
November 15 (Monday) 


Cae Fe os co cbdaw ioe necenx Common 
(Graham, Ross & Co., Inc.) $300,006 


Holiday Plastics, Inc.._________ ______...Commen 
(Ss. D, Puller & Co.) $298,000 
November 16 (Tuesday) 
ae oe Commen 


(Estabrook & Co. and Dehaven & Townsend, 
Crouter & Bodine! $195,000 


Pacific Telephone & Telegraph Co.___-_- Debentures 
(Bids 11:30 a.m. EST) $50,000,000 
ESE Ss Ee ee eee Common 
(Bear, Stearns & Co. and Lehman Brothers) 105,000 shares 
Producing Properties, Inc.__Debs., Pfd. & Commen 


(Hemphill, Noves & Co., Shields & Co. and Rauscher, 
Pierce & Co.) $10,600,000 


November 17 (Wednesday) 


Aztec Oil & Gas Co.___ _____- ee mice wa Common 
(Offering to stockholders—no underwriting ) 
Cee ee Sa cascsannnceees __...Commen 


‘The First Boston Corp.) 1,300,000 shares 


November 18 (Thursday) 


Compo Shoe Machinery Corp._-_-- _._....Preferred 
(Loewi & Co.) $773,225 
Hackensack Water Co.___- Common 
(Oftering to common stockholders—underwritten by The First 
Boston Corp. and White & Co.) 48,047 shares 
Kansas City Southern Ry._________________Bends 
‘Bids noon EST: $50,000,000 
Mexican Gulf Sulphur Co.___.______ .___- Common 
(Van Alstyne, Noel & Co.) 200,000 shares 


CS TES SS aa Common 
3 (H. J. Cooney & Co.) $299,880 
Tung-Sol Electric, Inc.__-_- , ___..Preferred 
(Harriman Ripley & Co. Inc.) #5,000,000 
November 22 (Monday ) 
Old Hickory Copper Co.__________._._.._._.Commen 
(General Investing Corp.) $300,000 
Weco Products Co.__--_- ;, Common 
‘Bacon, Whipple & Co.) 182,984 share 
November 23 (Tuesday) 
Black Hills Power & Light Co.__________Preferred 


Inc.) $997,500 


Consolidated Freightways, Inc._____ ~~~ Common 
(Blyth & Co. Inc.) 400,000 shares 


(Dillon, Read & Co 


Statler Hotels Delaware Corp. » Common 
‘Olfering to stockholders of Hilton Hotels Corp 
underwritten by Carl M. Loeb, Rhoades & Co.) $6,448,948 





ry la Se ee on Common 
(Courts & Co. and Varnedve, Chisholm & Co., Inc.) $506,250 
Virginia Electric & Power Co._______.___.. Common 


(Bids 11 a.m. EST) 600,000 shares 


November 24 (Wednesday ) 


El Paso Natural Gas Co._____......--- _Preferred 
(White, Weld & Co.) 300,000 shares 
November 29 (Monday ) 

Arrowhead & Puritas Waters, Inc._______- Common 
(Blyth & Co., Inc.) 275,000 shares 
November 30 (Tuesday) 
smGevatate Power Coe... <--csccccecsoccacs Preferred 


(Bids to be invited) $10,000,000 
Philippine Long Distance Telephone Co... Commen 
‘(Carl M. Loeb, Rhoades & Co.) 310,285 shares 


Public Service Co. of New Hampshire_--_--- Bonds 
(Bids 11 a.m. EST) $12,000,000 


December 1 (Wednesday ) 

BOGS GOS iii ncenencctincometitainséncse Bonds 
(Bids to be invited) $15,000,000 
Pennsylvania Co. for Banking and Trusts.Common 
(Drexel & Co.; Merrill Lynch, Pierce, Fenner & Beane and 
Smith, Earney & Co.) 100,000 shares 


December 2 (Thursday) 
Atlas Credit Corp.. _Pfd. & Common 


(George A. Searight) $299,200 
December 7 


Lond Island Lighting Co. ———s 
(Bids 11 a.m. EST) $15,000,000 


December 8 (Wednesday ) 
Stancan Uranium Corp. 


(Tuesday ) 
Bonds 


‘ Common 
and Crerie & Co.) 


‘Gearhart & Otis, Inc $2,625,000 
January 10 (Monday) 
New York, Chicago & St. Louis RR Debentures 
(Bids to be invited) $36,000,000 


December 14 (Tuesday) 


New England Tele. & Tele. Co. ___.__.__.Debentures 
(Bids to be invited) $30,000,000 
New Orleans Public Service Inc............Bonds 
‘(Bids noon EST) $6,000,000 
December 15 (Wednesday) 
Illinois Central RR. _..Debentures 
(Bids to be invited) $18,000,000 
January 11 (Tuesday) 
Commonwealth Edison Co Bonds 
‘Bids to be invited) 
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tion to purchase certain oil and gas production and un- 
developed leases from the Southern Union Gas Co., re- 
tire bank loans and to increase working capital. Under- 
writer—None. 

® Baldwin-Hill Co., Trenton, N. J. (11/16) 

Nov. 1 (letter of notification) 30,000 shares of common 
stock (par $1), of which 20,000 are for account of com= 
pany and 10,000 for selling stockholders. Price—$6.56 
per share. Preceeds—To retire $83,600 of 6% deben- 
tures; reimburse treasury for retirement of 145 shares 
of 6% preferred stock (par $100) and for general work- 
ing capital. Business—Mineral wool products. Under- 
writers—Esiabrook & Co., New York; and Dehaven & 
Townsend, Crouter & Bodine, Philadelphia, Pa. 


® Barium Steel Corp., New York 

Oct. 12 filed 599,215 shares of common stock (par $1} 
being offered for subscription by common stockholders 
at rate of one new share for each four shares held as of 
Nov. 4 (with an oversubscription privilege); rights te 
expire Nov. 26. Price—$4 per share. Proceeds—To repay 
short-term loan made to subsidiary; a major portion for 
completion of seamless tube mill being constructed; and 
for general corporate purposes. Underwriter—Lee Hig 
ginson Corp., New York. 


Big Bend Uranium Co., Salt Lake City, Utah 
Aug. 6 (letter of notification) 7,000,000 shares of commas. 
stock. Price—At par (three cents per share). Proceeds 
—For mining expenses. Office—510 Newhouse Building, 
Salt Lake City, Utah. Underwriter — Call-Smoot Ce, 
Phillips Building, same city. 


Big Morn Uranium Corp., Ogden, Utah on 
Sept. 23 (letter of notification) 4,000,000 shares of com- 
mon stock (par one cent). Price—Five cents per share. 
Proceeds—For exploration and development expenses. 
Offiee—3375 Harrison Blvd., Ogden, Utah. Underwriter 
—Allan W. Egbert Co., 2306 Iowa Ave., Ogden, Utah, 


Big Indian Uranium Corp., Provo, Utah 
July 15 (letter of notification) 500,000 shares of commons 
stock (par 10 cents). Price—25 cents per share. Proceedas 
—For mining operations. Address—Box 77, Provo, Uta 
Underwriter—Weber Investment Co., 242 N. University 
Ave., Provo, Utah. 


Bikini Uranium Corp., Denver, Colo. 
Oct. 15 (letter of notification) 3,000,000 shares of com- 
mon stock (par one cent). Price—10 cents per share. 
Proceeds—For exploration and development costs. Of 
fice — 705 First National Bank Bldg., Denver, Cole 
Underwriter—1. J. Schenin Co., New York. 


Black Hills Power & Light Co. (11/23) , 
Nov. 3 filed 39,900 shares of cumulative preferred stoe& 
(par $25—convertible through Nov. 30, 1964). Price—Te 
be supplied by amendment. Proceeds—To redeem 5.40% 
preferred stock, repay bank loans and for new construe- 
tion. Underwriter—Dillon, Read & Co. Inc., New York. 


Blue Jay Uranium Corp., Elko, Mev. 
Oct. 15 (letter of notification) 1,000,000 shares of com- 
mon stock. Price—25 cents per share. Proceeds—For ex- 
ploration and development costs. Office—402 Henderson 
Bank Bidg., Elko, Nev. Underwriter—Security Uraniure 
Service, Inc., Moab and Provo, Utah. 


Cahokia Downs, Inc., East St. Louis, Il. 
Aug. 30 filed 140,000 shares of common stock (par $1} 
being offered for subscription by stockholders of record 
Aug. 28. Price—$5 per share. Proeeeds—For construe- 
tion of racing plant. Underwriter—None. The director» 
and their associates will purchase any unsold shares. 


California Tuna Fleet, Inc., San Diego, Calif. 
Sept. 29 filed $4,000,000 of 6% sinking fund debentures 
due 1966 and 160,000 shares of common stock (par five 
cents) to be offered in units of a $500 debenture and 2 
shares of stock. Price—To be supplied by amendmens. 
Proceeds—For purchase from National Marine Terminal, 
Inc. of its undivided interest in 17 tuna clippers, subject 
to certain liabilities; for construction of four tuna clip- 
pers; and the balance for working capital and genera} 
corporate purposes. Underwriter — Barrett Herrick & 
Co., Inc., New York. 


Campbell Soup Co. (11/17) 
Oct. 27 filed 1,300,000 shares of capital stock (par $1.80), 
repersenting 13% of the total stock of the company. 
Price—To be supplied by amendment. Proceeds—To 
Estate of Dr. John T. Dorrance. Underwriter—The First 
Boston Corp., New York. 


Continued on page 42 
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Continued from page 41 


Caramba McKafe Corp. of America 
Sept. 17 (ijetter of notificaiion) 100,000 shares of class 
A stock (par 10 cents). Price—$3 per share. Proceeds— 
To purchase equipment and machinery and for working 
capital. Office—615 Adams St., Hoboken, N. J. Under- 
writer—Garden Sté-e Securities, same city. 

Carnotite Development Corp. 

Oct. 26 (letter of notification) 16,000,000 shares of com- 
mon stock. Price—At par (one cent per share). Proceeds 
—For exploration and development expenses. Office— 
317 Main St.. Grand Junction, Colo. Underwriter—W est- 
ern Securities Corp., Salt Lake City, Utah. 

Carolina Resources Corp. 

Aug. 19 (letter of notification) 299,000 shares of common 
stock. Price—At par ($1 per share). Proceeds—To ac- 
quire claims and mining equipment, erect and equip 
processing plant, and for working capital. Office—Nan- 
tahala Bldg., Franklin, N. C. Underwriter — Allen E. 
Beers Co., Western Savings Fund Blidg., Phila. 7, Pa. 

Cascade Natural Gas Corp., Seattle, Wash. 
Oct. 27 (letter of notification) 23,625 shares of common 
stock (par $1) to be offered for subscription by stock- 
holders on a 1-for-10 basis. Price — $6 per share. Pro- 
ceeds—To repay bank loans and promissory notes. Office 
—Securities Bidg., Seattle, Wash. Underwriters—Blan- 
chett, Hinton & Jones, Seattle, Wash., and First Califor- 
nia Co., Los Angeles, Calif. 

% Central Airlines, Inc., Fort Worth, Tex. 

Oct. 26 (letter of notification) 150,000 shares of common 
stock (par 25 cents), to be offered for subscription by 
stockholders. Price—$1 per share. Proceeds—To pur- 
chase additional aircraft and equipment, setting up new 
stations, etc. Office—Meacham Field, Fort Worth, Tex. 
Underwriter—N one. 

Century Uranium Corp., Dallas, Texas 

ov. 3 (letter of notification) 300,000 shares of common 
stock (par five cents). Price—$1 per share. Proceeds— 
For exploration and development expenses. Office — 
712 Gulf States Bldg., Dallas Tex. Underwriter—James 
Anthony Securities Corp., New York. 

Certain-teed Products Corp., Ardmore, Pa. 
Sept. 28 filed 412,950 shares of common stock (par $1) 
being offered in exchange for 825,900 shares of capital 
stock (par $7) of Wm. Cameron & Co., Waco, Tex., at 
rate of one-half share of Certain-teed, plus $11.50 per 
share in cash for each share of Cameron stock. The 
offer expires on Nov. 25. 

Chemecon Corp., Coopersburg, Pa. 

Nov. 1 (letter of notification) 40,000 shares of capital 
stock (no par). Price—$6.25 per share. Proceeds—To 
build plant at Houston, Texas, and for working capital. 
Business—To extract fluorine contained in waste gases. 
Office—129 So. State St., Dover, Del. Underwriter— 
Stein Bros, & Boyce, Baltimore, Md. 

® Chesapeake industries, Inc. 

Oct. 15 tiled 996,304 snares of common stock (par $1) 
and 33,818 shares of $4 cumulative preferred stock (par 
$10) being offered in exchange for preferred and com- 
mon shares of Home & Foreign Securities Corp. and Oils 
& Industries, Inc., common shares of common stock of 
Intercontinental Holdings, Ltd. and Intercoast Petroleum 
Corp. and capital stock of Colonial Trust Co. The offer 
is subject to deposit of not less than 90% of the stock 
of Colonial and not less than 80% of the stock of 
the first three companies mentioned above. 


% Chicago Pneumatic Tool Co. 

Nov. 3 (letter of notification) an aggregate of $300,000 
market value of common stock (par $5) to be offered 
for subscription by employees. Price—-At market. Pro- 
ceeds—To reimburse company for cost of shares. Office 
<6 East 44th St., New York 17, N. Y. 


Chinchilla Corp. of America, Linthicum, Md. 
Oct. 21 (letter of notification) 1,200,000 shares of com- 
mon stock (par three cents). Price—25 cents per share. 
Proceeds—For working capital, etc. Office—Hammonds 
Ferry Road, Linthicum, Md. Underwriter—Kelleher & 
Co., Washington, D. C. 


% Clearf.eld Plastics, Inc. 
Nov. 8 (letter of notification) 75,000 shares of common 
stock (par 10 cents). Price—$2 per share. Proceeds— 
To purchase equipment and for working capital. Office 
—Cleartield, Pa. Underwriter—P. J. Gruber & Co., Inc., 
New York. 
Colorado Fuel & Iron Corp. 

Oct. 18 (letter of notification) 3,853 shares of common 
stock (no par). Price—At market ($18.75 per share on 
New York Stock Exchange on Sept. 30). Preceeds—To 
Allen & Co., New York. Underwriter—J. R. Williston 
& Co., New York. No general offering planned 


Colorado Mining Corp., Denver, Colo. 
Aug. 23 (letter of notification) 300,000 shares of com- 
mon stock (par 10 cents). Price—At the market (esti- 
mated at $1 per share). Proceeds—To certain selling 
stockholders. Underwriter—L. D. Friedman & Co., Inc., 
New York. 


® Colorado Oil & Gas Corp., Denver, Colo. 

Oct. 7 filed 466,295 shares of $1.25 preferred stock (par 
$25), being offered in exchange for common stock of 
Derby Oil Co. on a share-for-share basis. Underwriter 
Union Securities Corp., New York, and associates 
offers to purchase on or before Novy. 15 any of the pre- 
ferred shares issued at $25 per share and accrued divi- 
dends. 


* Colorvision, Inc., Los Angeles, Calif. 
Nov. 1 (letter of notification) 300,000 shares of common 


stock to be offered for subscription to present stockhold- 
ers. Price—At par ($1 per share). Proceeds—For work- 


The Commercial and Financial Chronicle ... Thursday, November 11, 1954 






ing capital, inventories, machinery and equipment, etc. 
Office—109 N. Larchmont Blvd., Los Angeles 4, Calif. 
Underwriter—None. 

Col-U-Mex Uranium Corp., Albuquerque, N. Mex. 
Oct. 25 (letter of notification) 2,900,000 shares of com- 
mon stock. Price—At par (10 cents per share). Proceeds 
—For exploration and development expenses. Office— 
320 Korber Bldg., Albuquerque, N. Mex. Underwriter 

Whitney & Co., same city. 


® Compo Shoe Machinery Corp. (11/18) 


Oct. 29 filed 30.928 shares of 5% cumulative convertible 


preferred stock (par $25) to be offered first for sub- 
scription by common stockholders at the rate of one 
preferred share for each 10 common shares held on or 
about Nov. 5 (with our oversubscription privilege); 
rights to expire in 15 to 20 days. Price—To be supplied 
by amendment. Proceeds—For expansion and working 
capital. Underwriter—Loewi & Co., Milwaukee, Wis. 

Consolidated Credit Corp., C.arlotte, N. C. 
Oct. 25 (letter of notification) $100,000 of 20-year 6% 
subordinate sinking fund notes and 100 ten-year war- 
rants to purchase 20 shares of common stock to be sold 
in units of a $1,000 note and one warrant. Price—$1,000 
per unit (each warrant is exercisable at $10 per share.) 
Proceeds — To repay bank loan. Office — 221% West 
Trade St., Charlotte, N. C. Underwriter—J. C. Wheat 
& Co., Richmond, Va. 

Consol. Edison Co. of New York, Inc. 
April 7 filed $50,000,000 of first and refunding mort- 
gage bonds, series K, due May 1, 1984. Proceeds—To be 
applied towards cost of redeeming $27,982,000 New York 
Steam Corp. first mortgage bonds and $25,000,000 West- 
chester Lighting Co. general mortgage bonds. Under- 
writer—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Morgan Stanley 
& Co.; The First Boston Corp. Offering—Originally set 
for May 11, but has been postponed because of market 
conditions. No new date set. 


* Consolidated Television & Radio Broadcasters, 
Inc. 
Nov. 9 filed 160,000 shares of common stock (par five 
cents). Name of company changed from WFBN, Inc. on 
Nov. 8. Price—To be supplied by amendment. Proceeds 
To H. M. Bitner, Chairman of the Board and members 
of his family. Office—indianapolis, ind. Underwr.ter— 
Reynolds & Co., New York. 
Constellation Uranium Corp., Denver, Colo. 
Oct. 11 (letter of notification) 1,030,000 shares of com- 
mon stock. Price—At par (one cent per share). Pro- 
ceeds — For exploration and development expenses. 
Office—206 Mercantile Bldg., Denver, Colo. Underwriter 
Petroleum Finance Corp., Oklahoma City, Okla. 


%* Delta Motor Car Corp., Reno Nev. 

Oct. 25 (letter of notification) 235,950 shares of common 
stock. Price—At par ($1 per share). Proceeds—For ac- 
counts payable, prototype design, etc. Office—Room 219, 
15 East First St., Reno, Nev. Underwriter—None. 


Desert Uranium Co., Sait Lake City, Utah 
Oct. 18 (letter of notification) 2,000,000 shares of com- 
mon stock Price—At par (15 cents per share). Proceeds 
—For exploration ana development expenses. Office-—— 
524 Atlas Bldg., Salt Lake City, Utah. Underwriter— 
Van Blerkom & Co., same city. 


% Devil Canyon Uranium Corp., Moab, Utah 

iwov. & (letter OF NOwslcation) 5,v0U,000 shares of com- 
mon stock (par one cent). Price—10 cents per share. 
Proceeds—For exploration and development costs. Of- 
fice—21 Main St., Petersen Bldg., Maob, Utah. Under- 
writer—Melvin F. Schroeder, 501 Kittredge Bldg., Den- 
ver, Colo. 


Direkt-Form Corp. (N. J.) 
Oct. 21 (letter of notification) 50,000 shares of common 
stock (par 10 cents). Price—$l1 per share. Proceeds— 
For working capital. Business—In orthopedic appliance 
and allied fields. Office—151 Hackensack Ave., Hacken- 
sack, N. J. Underwriter—20th Century Pioneer Securi- 
ties Co., New York. 


Edgemont Mining & Uranium Corp. 
Oct. 28 filed 3,000,000 shares of conmmon stock (par one 
cent). Price—25 cents per share. Proceeds—For equip- 
ment, exploration on purchases of additional claims or 
leases. Office — Edgemont, S. Dak. Underwriter — 
Capper & Co., New York. 


* Ei Paso Natural Gas Co. (11/24) 
Nov. 5 filed 300,000 shares of convertible second pre- 
ferred stock, series of 1954, to be offered in part for 
subscription by common stockholders of record around 
Dec. 23 and in part in exchange for outstanding $4.40 
convertible preferred stock, series of 1952, on a snare- 
for-share basis with a cash adjustment. Rights will ex- 
pire on Dec. 7. Price—To be supplied by amendment. 
Proceeds—To redeem 1952 series preferred stock and to 
reduce bank loans. Underwriter — White, Weld & Co., 
New York. 

Eula Belle Uranium, Inc. 
Oct. 18 (letter of notification) 5,000,000 shares of com- 
mon stock (par one cent). Price—Five cents per share. 
Proceeds—For exploration and development expenses. 
Office—506 First Security Bank Bldg., Salt Lake City, 
Utah. Underwriter—Utah Securities Co., same city. 


Fallon Gas Corp., Denver, Colo. 
Oct. 20 (letter of notification) 5,400,000 shares of com- 
mon stock (par five cents) to be offered for subscription 
by stockholders of Colo-Kan Fuel Corp. for a period 
of 40 days; then to public. Price—5% cents per share. 
Proceeds—For expenses incident to gas activities (and 
possibly uranium). Office—527 Ernest & Cranmer Bldg., 
Denver, Colo. Underwriter — First Securities Corp., 


Philadelphia, Pa. 





% Farmers and Business Men’s Life Insurance Co. 
Oct. 29-(letter of notification) 200,000 shares of common 
stock (par $1). Price—$1.50 per share. Preceeds—To in- 
crease Gapital and surplus. Office—1517 East McDowell 
St., Phoenix, Ariz. Underwriter—None. 


Farnan & Seemann, Inc., Los Angeles, Calif. 
Oct. 14 -(letter of notification) 2,000 snares of 6% Ccu- 
mulative convertible preferred stock to be offered for 
subscription by common stockholders of record Oct. 4 
on the, basis of one share of preferred stock for each 
8.2 shases of common stock held; rights to expire on 
Nov. 17. Unsubscribed shares to be offered to employees. 
Price—-At par ($50 per share). Proceeds—For working 
capitak, Oftice—752 N. Highland Avenue, Los Angeles, 
Calif...Underwriter—None. 

Fidelity Acceptance Corp., Minneapolis, Minn. 
Aug. 50 tiled 6,0U0 shares of 7% cumulative preferred 
stock (per $25), to be offered to employees; $900,000 of 
534% @apital debentures and 24,000 shares of 6% cumu- 
lative’ etass E preferred stock (par $25). Price—At par. 
Proce@é@s—To reduce outstanding bank loans. Under- 
writers—M. H. Bishop & Co., Minneapolis. Minn.. and 
B. L. Barnes, Boulder, Colo. Statement effective Oct. 26. 

Financial Credit Corp., New York 
Jan. @ filed 250.000 shares of 7% cumulative sinking 
fund preferred stock. Price—At par ($2 per share). Pro. 
ceeds—For working capital. Underwriter—E. J. Foun- 
tain &"Co., Inc., New York. 


Foster Fublications, Inc. (N. Y.) 
Oct. 29(letter of notification) 300,000 shares of common 
stock @par 10 cents). Price—$1l per share. Proceeds— 
For working capital and general corporate purposes. 
Business—Publishes “Guide for Sport Fisherman.’ Of- 
fice—165 Broadway, New York. Underwriter—None. 

Four States Uranium Corp., Grand Junction, Colo. 
Aug. T6 (letter of notification) 300,000 shares of com- 
mon stock. Price—At par ($1 per share). Proceeds—For 
explosatory and development expenses. Office — 618 
Rood venue, Grand Junction, Colo. Underwriter — 
Joe Rosenthal, 1669 Broadway, Denver, Colo. 


* Funeral Directors Manufacturing & Supp)y Co. 
Nov. 5 filed 199,907 shares of common stock to be sold 
to customers. Price—At par ($100 per share). Proceeds 
For capital expenditures and working capital and other 
general corporate purposes. Office — Louisviile, Ky. 
Underwriter—None. 
Gatineau Uranium Mines Ltd. (Canada) 
Aug. 10 (Regulation “D”’) 300,000 shares of common stock. 
Price—At par ($1 per share). Proceeds—For explora- 
tion and development costs. Office — 100 Adeiaide St, 
West, Toronto, Canada. Underwriter—McCoy & Willard, 
Boston, Mass. 


General Gas Corp. 

Sept. 22 filed 143,500 shares of common stock (par $5) 
being offered in exchange for common stock of Consol- 
iaated Gas Co. of Atlanta, Ga., on the basis of 63 100ths 
of a share of General Gas for each Consolidated share. 
The offer is subject to deposit of at least 175,000 shares 
of Consolidated stock out of 210,000 shares outstand- 
ing. Underwriter—None. 


General Services Life Insurance Co. 
Sept. 14 filed 50,000 shares of class A common stock 
(par $1). Price—$10 per share. Proceeds—For general 
corporate purposes. Office—Washington, D. C. Under- 
writer—None. 


Genera! Uranium Corp., Sait Lake City, Utah 
Oct. 27 (letter of notification) 1,200,000 shares of com- 
mon stock. Price—At par (25 cents per share). Pro- 
ceeds—For development and exploration expenses. Of- 
fice—404 Boston Building, Salt Lake City, Utah. Under- 
writer—P. G. Christopulos & Co., same city. 

* Gill (J. K.) Co., Portland, Ore. 

Oct. 28 (letter of notification) 5,000 shares of common 
stock (par $10). Price—$8 per share. Proceeds—To sell- 
ing stéckholders. Office—408 S. W. Fifth Ave., Portland, 
Ore, Underwriter—None. 


® Glamur Products, Inc. (11/15-16) 

Oct..27 (letter of notification) 600,000 shares of common 

stock (par two cents). Price—50 cents per share. Pro- 

ceeds—To repay $10,000 loan and for working capital 

and advertising expenses. Office—119 S. McBride St., 

Syracuse, N. Y. Underwriter—Graham Ross & Co., Inc., 

New: York. 

* Golden Ensign Mining Co. 

Oct. 28 (letter of notification) 150,000 shares of common 

stock. Price—At par (10 cents per share). Proceeds— 

For exploration and development expenses. Office— 

Judge Bidg., Salt Lake City, Utah. Underwriter—None. 
Great Southwest Land & Cattle Co. 

Oct. 28 filed 1,250,000 shares of class A common stock 

to be offered to present and future holders of special 

participating life insurance contracts issued by Great 

Southwest Life Insurance Co., and to the public gener- 

ally. Price—At par ($1 per share. Preceeds—To lease 

land for operation of cattle business. Officee—Phoenix, 

Ariz. Underwriter—None. 

* Group Securities, Inc., Jersey Citv, N. J. 

Nov. 4 failed 750,000 shares of capital stock. Price—At 

market. Proceeds—For investment. 


Gulf States Utilities Co. 
May 14 filed 160,000 shares of preferred stock (par $100). 
Proceeds — To redeem 50,000 shares of $4.50 dividend 
preferred stock, 60,000 shares of $4.40 dividend preferred 
stock, 1949 series, and 50,000 shares of $4.44 dividend 
preferred stock at the prevailing redemption prices of 
$105, $105, and $105.75, respectively. Underwriter—To 
be determined by competitive bidding. Probable bid- 
ders: Stone & Webster Securities Corp.; Lehman 
Brothers and Equitable Securities Corp. (jointly): Kuhn, 
Loeb & Co.; Glore, Forgan & Co. and W. C. Langley & 
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Co. (jointly). Bids—Had tentatively.been expecte@to be 
received up to 11:30 am. (EDT) on June 15 @f The 
Hanover Bank, 70 Broadway, New York, N. Y., but of- 
fering has been postponed. 


Guif States Utilities Co. 

May 14 filed $24,000,000 of first mortgage bonds due 
June 1, 1984. Preceeds—To redeem $10,000,000 of 3%% 
first mortgage bonds due 1981 and $10,000,000 of 3%% 
first mortgage bonds due 1983, and for general corpo- 
rate purposes. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Lehman Brothers; Merrill Lynch, Pierce, Fen- 
ner & Beane and White, Weld & Co. (jointly); Salo- 
mon Bros. & Hutzler and Union Securities Corp.; Kuhn, 
Loeb & Co. and A. C. Allyn & Co., Inc. (jointly); Lee 
Higginson Corp. and Carl M. Loeb, Rhoades & Co. 
(jointly); Stone & Webster Securities Corp. Bids—Had 
tentatively been expected to be received up to 11 a.m. 
(EDT) on June 15 at The Hanover Bank, 70 Broadway, 
New York, N. Y., but offering has been postponed. 


Gulf Sulphur Corp., North Kansas City, Mo. 
Sept. 15 filed 92,310 shares of 60-cent cumulative con- 
vertible preferred and participating stock (par 10 cents), 
ef which 57,310 shares are to be offered publicly at $10 
per share and 35,000 shares to be sold to V. V. Jacomini, 
a partner of Tehuantepec Co., on an investment basis, 
at $8.00 per share. Proceeds — For operating expenses 
and exploration development. Underwriters — For the 
57,310 shares, Fridley & Hess and Crockett & Co., both 
of Houston, Tex. 

Gunsite Butte Uranium Corp. 

Oet. 25 (letter of notification) 25,000,090 shares of capi- 
tal stock. Price—At par (one cent per share). Proceeds 
—For exploration and development expenses. Office— 
36 West broadway, Salt Lake City, Utaa. Underwirter 
—Melvin G. Glegal & Co., same address. 


@® Hackensack Water Co. (11/18) 

Oct. 28 filed 48,047 shares of common stock (par $25) 
to be offered for subscription by common stockholders 
at the rate of one new share for each eight shares held 
as of Nov. 17; rights to expire on Dec. 6. Price—To be 
supplied by amendment. Proceeds — For capital addi- 
tions ard to purchase securities of Spring Valley Water 
Works & Supply Co. Underwriters—lhe First Boston 
Corp. and White, Weld & Co., both of New York. 

Headley (George L.) Associates, Inc. 

Oct. 15 (letter of notification) 295,000 shares of com- 
mon stock (par 10 cents). Price—$1 per share. Proceeds 
—-For working capital. Underwriter—F. M. Hall & Co., 
New York, N. Y. 
® Holiday Plastics, Inc., Kansas City, Mo. 

(11 15-19) 
Oct. 29 (letter of notification) 149,500 shares of common 
stock (par 25 cents). Price—$2 per share. Proceeds—— 
For working capital, etc. Underwriter—S. D. Fuller & 
Co., New York. 

Home Telephone & Telegrap': Co. of Virginia 
Oct. 18 (letter of notification) 40,320 shares of capital 
stock to be offered to stockholders of record Nov. 18, 
1954 on the basis of one new share for each seven shares 
held. Price—At par ($5 per share). Proceeds—-To re- 
duce bank notes. Office—107 Valley Street, Emporia, 
Va. Underwriter—None. 

Homestead Uranium Corp., Salt Lake City, Utah 
Aug. 23 (letter of notification) 3,000,000 shares of capital 
stock (par one cent). Price—10 cents per share. Pro- 
ceeds — For exploration and development expenses. 
Office—65 East Fourth South St., Salt Lake City, Utah. 
Underwriter—Cromer Brokerage Co., of the same city. 

Husky Oil Co., Cody, Wyo. 

Sept. 29 filed 14,899 shares of 6% cumulative _..st pre- 
ferred stock (par $100). Price — To be supplied by 
amendment. Proceeds—To purchase outstanding shares 
of prior preferred stock of Gate City Steel Works, Inc. 
of Omaha, and for drilling expenses, etc. Underwriter— 
First Trust Co. of Lincoln, Neb. 

International Bankers Life Insurance Co. 

Sept. 29 (letter of notification) 12,500 shares of common 
stock to be offered for subscription by stockholders of 
record Sept. 20, 1954 at rate of one new share for each 
share held. Price—At par ($10 per share). Proceeds— 
For addition to capital and to be invested in appropri- 
ate securities. Office—-Continental Life Building, Fort 
Worth. Texas. Underwriter—None. 


Interstate Power Co., Dubuque, lowa (11/30) 
Oct. 29 filed 200,000 shares of preferred s.ock (par $50). 
Proceeds—To redeem 100,000 shares of 4.70% preferred 
stock at $52.50 per share (plus accrued dividends) and 
to repay $2,000,000 of promissory notes. Underwriter— 
To be determined by competitive bidding. Probatte bid- 
ders: Smith, Barney & Co.; Blyth & Co, Inc. and Leh- 
man Brothers (jointly); Merrill Lynch, Pierce, Fenner 
& Beane and Kidder, Peabody & Co. (jointly), Bids 
—Expected to be received on or abcut Nov. 30. 

Investment Corp. of America - 

Aug. 30 (letter of notification) 3,799 shares of ¢ymula- 
tive preferred stock (no par) and 3,799 shares ®f com- 
mon stock (no par). Price—For preferred, $20 per share, 
and for common, $2 per share. Proceeds—For Working 
capital. Office—3603 Broadway, San Antonio, Tex, Un- 
derwriter—Interior Securities, Inc., San Antonio, Tex. 

* Kelden Co., Inc., Alexandria, Va. 


; 


Nov. 1 (letter of notification) 1,500 shares of class A 
common stock and 1,500 shares of class B common stock. 
Price—At par ($5 per share). Proceeds—For property 
acquisition and working capital. Office—123 WN. Fair- 


field St.. Alexandria, Va. Underwriter—None. 


*% Laclede Gas Co., St. Louis, Mo. (12/1) $ 

Nov. 4 filed $15,000,000 first mortgage bonds due-Dec. 1, 
1979. Preeeeds—To redeem $6,050,000 314% firsk mort- 
Zage bonds due Dec. 1, 1965, and $8,000,000 3°4,% first 


mortgage bonds, due April 1, 1976, and for new con- 
struction, etc. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; The First Boston Corp.; Stone & Webster Secu- 
rities Corp.; Lehman Brothers; Blair & Co., Inc., and 
Drexel & Co. (jointly). Bids—Expected to be received 
on Dec. 1. 
Lake Lauzon Mines, Ltd., Toronto, Can. 

Aug. 2 filed 660,000 shares of common stock (par $1, 
Canadian), of which 500,000 shares are to be offered in 
behalf of the company and 160,000 shares for account 
of Percy E. Rivett. Price—40 cents per share, U. S. funds. 
Proceeds — For development and exploration expenses. 
Underwriter—To be named by amendment. 


Land Title Insurance Co., Los Angeles, Calif. 
Oct. 21 (letter of notification) 30,161 shares of capital 
stock (par $2.50). Price—$7.50 per share. Proceeds—To 
22 selling stockholders. Office—3444 Wilshire Blvd., Los 
i Calif. Underwriter—Lester, Ryons & Co., same 
city. 

% Lee Finance Co., Minneapolis, Minn. 

Nov. 3 (letter of notification) 13,000 shares of preferred 
stock (par $10) and $170,000 of 8% subordinate notes 
due five years from date of issue. Price—At par. Pro- 
ceeds—To reduce bank loans and for working capital. 
Office—305 Northwestern Federal Bldg., Minneapolis, 
Minn. Underwriter—Daniels & Smith. 


* LegEtronics, Inc., Washington, D. C. 

Nov. 4 (letter of notification) 75,000 shares of common 
stock (par 50 cents). Price—$1 per share. Proceeds— 
For working capital, contingency reserve, etc. Office— 


Room 454, Washington Bldg., Washington, D. C. Under- 
writer—N one. 


Liberty Uranium Corp., Salt cake City, Utah 
July 1 (letter of notification) 3,000,000 shares of common 
stock (par one cent). Price—Three cents per share. 

For mining operations. Office—402 Darling 
Bldg., Salt Lake City, Utah. Underwriter — Uranium 
Mart, Inc., 146 S. Main St., Salt Lake City, Utah. 


Loma Uranium Corp., Denver, Coio. 
June 18 filed 1,000,000 shares of common stock (par 10 
cents). Price—$1.25 per share. Proceeds—For explora- 
tion and development costs, purchase of equipment, and 
reserve for acquisition of additional properties. Under- 
writer—Peter Morgan & Co., New York. 
* Long Island Lighting Co. (12/7) 
Nov. 10 filed $15,000,000 of first mortgage bonds due 
1984. Proceeds—To repay bank loans. Underwriter—To 
be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; W. C. Langley & Co.; 
Blyth & Co., Inc. and The First Boston Corp. (jointly); 
Smith, Barney & Co.; Baxter, Williams & Co. Bids—Ex- 
pected to be received up to 11 a.m. (EST) on Dec. 7. 

Lorain Telephone Co., Lorain, Ohio 
Sept. 7 (letter of notification) 2,500 shares of common 
stock (no par) to be first offered for subscription by 
stockholders. Price—$20 per share. Proceeds—To re- 
imburse treasury for expenditures already made for 
additions to property. Office—203 West Ninth Street, 
Lorain, Ohio. Underwriter—None. 

Lunn Laminates, Inc. 
Oct. 15 (letter of notification) 8,000 shares of common 
stock (par 25 cents). Price—At market (about $5.75 per 
share). Proceeds—tTo selling stockholder. Office—Oak- 
wood Road and West llth Street, Huntington Station, 
Huntington, N. Y. Underwriter — Fahnestock & Co., 
New York. No general offering planned. 


Mac Fos Uranium, Inc., Sait Lake City, Utah 
Sept. 16 (letter of notification) 4,000,000 shares of com- 
mon stock (par one cent). Price—Three cents per share 
Proceeds—For exploration and development costs. Office 
—239 Ness Bldg., Salt Lake City, Utah. Underwriter— 
Utah Securities Co., same city. 


Magic Metals Uranium Corp. 
Sept. 14 (letter of notification) 2,995,000 shares of com- 
mon stock (par one cent). Price — 10 cents per share. 
Proceeds—For exploration and development expenses. 
Office—65 East 4th South, Salt Lake City, Utah. Under- 
writer—Mid-Coninent Securities, inc., the same city. 

Magic Uranium Co., Inc., Salt Lake City, Utah 
Oct. 15 (letter of notification) 3,000,000 shares of com- 
mon stock (par one cent). Price—10 cents per share. 
Proceeds—For development and exploration costs. Of- 
fice—529 Newhouse Blidg., Salt Lake City, Utah. Un- 
derwriter—I. J. Schenin Co., New York. 


* Maob Queen Uranium Corp., Reno, Nev. 

Nov. 8 (letter of notification) 1,000,000 shares of com- 
mon stock. Price—At par (10 cents per share). Pro- 
ceeds—For exploration and development costs. Office— 
206 North Virginia St., Reno, Nev. Underwriter—None, 
sales to be handled through W. H. Gaskins, Vice-Presi- 
dent. 


% Mayday Uranium Co., Sait Lake City, Utah 

Oct. 29 (letter of notification) 17,600,000 shares of com- 
mon stock (par one-half cent). Price—One cent per 
share. Proceeds — For exploration and development 
costs. Office—Harver Blidg., Salt Lake C.ty, Utah. Un- 
derwriter Utah Uranium Brokers, 2680 South 20th 
East, Salt Lake City, Utah. 


Mercast Corp., N. Y. 
Sept. 30 (letter of notification) 5,000 shares of common 
stock (par 10 cents). Price—$4.75 net to sellers. Pro- 
ceeds—To Atlas Corp. Office—295 Madison Ave., New 
York 17, N. Y. Underwriter—Franklin, Mayer & Bar- 
nett, New York City. 


Marion River Uranium Co. 
June 14 (letter of notification) 300,000 shares of common 
stock (par 10 cents). Price—$i per share. Preceeds— 
For development expenses. Underwriter—Crerie & Co., 
Houston, Tex. 
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Merritt-Chapman & Scott Corp. 

Sept. 7 filed 448,868 shares of common stock (par $12.50) 
being offered in exchange for stock of the Marion 
Power Shovel Co. and Osgood Co. on the basis of three 
shares for each two Marion Power common shares, and 
two shares for each three shares of Osgood Co.'s class A 
and class B stock not held py Marion Power Shovel Co. 
The offer will expire on Nov. 15. Underwriter—None. 


@® Mexican Gulf Sulphur Co. (11/18-24) 

Oct. 22 filed 200,000 shares of common stock (par 10¢). 
Price—To be supplied by amendment. Proceeds—For 
equipment, capital improvements and working capital. 
Underwriter—Van Alstyne, Noel & Co., New York. 

* Mi-Ame Canner Beverages Co., Hialeah, Fla. 
Oct. 28 (letter of notification) 260,000 shares of common 
stock. Price—At par ($1 per share). Proceeds—To pur- 
chase raw materials and new machinery, and for work- 
ing capital. Underwriter — Frank D. Newman & Co., 
Miami, Fla. 

* Midland Telephone Co. 

Nov. 2 (letter of notification) 100,000 shares of common 
stock to be offered for subscription by stockholders 
(25,000 shares at the rate of one share for each two 
shares held and 75,000 shares at the rate of three shares 
for each two shares held). Unsubscribed shares to be 
offered to public in Utah and Colorado. Price—At par 


($1 per share). Proceeds—For expansion. Underwriter 
—None. 


Mississippi Power & Light Co. 

Sept. 3 filed 44,476 shares o. culiuative preferred stock 
(par $100) to be offered in exchange for a like number 
of outstanding shares of $6 cumulative preferred stock 
(no par) on a share-for-share basis (with a cash 
adjustment). Underwriter—To be determined by com- . 
petitive bidding. Probable bidders: Union Securities 
Corp. and Equitable Securities Corp. (jointly); Lehman 
Brothers; Blyth & Co., Inc. and Shields & Co. (jointly); 
White, Weld & Co. and Kidder, Peabody & Co. (jointly); 
W. C. Langley & Co. and The First Boston Corp. Offer- 
ing—Temporarily postponed. 


* Montana Power Co., Butte, Mont. 

Nov. 1 (letter of notification) not to exceed 8,000 shares 
of common stock to be offered to employees pursuant 
to stock purchase plan. Price—$36 per share. Proceeds 
—To reimburse company for cost of acquiring shares. 
Office—Electric Bldg., Butte, Mont. Underwriter—None. 

Monte Cristo Uranium Corp., Moab, Utah 

Oct. 5 (letter of notification) 3,000,000 shares of com- 
mon stock (par one cent). Price—10 cents per share. 
Proceeds—For exploration and development expenses. 


Underwriter—James E. Reed Co., 139 North Virginia 
St., Reno, Nev. 


Monterey Uranium Corp., Salt Lake City, Utah 
Aug. 13 (letter of notification) 1,500,000 shares of com- 
mon stock (par 10 cents). Price—20 cents per share. 
Proceeds—For mining operations. Underwriter—Muir, 
Dumke & Co., Salt Lake City, Utah. 


Moore Fabrics, Inc., Pawtucket, R. I. 
Sept. 24 (letter of notitication) 40,000 shares of common 
stock. Price—At par ($7.50 per share). Proceeds—For 
working capital. Office—45 Washington St., Pawtucket, 
R. 1. Underwriter—Barrett & Co., same city. 
*% Nadco, Inc. (N. J.) 
Nov. 8 (letter of notification) 915 shares of common 
stock (no par) to be offered only to persons engaged 
in motor stock car racing. Price—$50 per snare Pro- 
ceeds — For working capital. Office —60 Park Place, 
Newark, N. J. Underwriter—None. 
® National Fuel Gas Co. 
Sept. 29 filed 381,018 shares of common stock (no par) 
to be offered for subscription by common stockholders 
of record Nov. 8 on the basis of one new share for each 
ten shares held (with an oversubscription privilege); 
rights to expire Nov. 29. Price—$17.75 per share. Pro- 
ceeds—For investments in and advances to subsidiaries. 
Underwriter—None. 
%* New England Uranium-Oi! Corp., Inc. 
Nov. 2 (letter of notification) 300,000 shares of common 
stock (par five cents). Price—$1 per share. Proceeds— 
For exploration and development costs. Office — 424 
Hightower Bldg., Oklahoma City, Okla. Underwriter— 
Not named. 


New Mexico Copper Corp., Carrizozo, N. M. 
June 14 (letter of notification) 198,000 shares of capital 
stock (par 25 cents). Price—50 cents per share. Proceeds 
—For acquisition of power plant, improvement of mill, 
development of properties and general corporate pur- 
poses. Underwriter—Mitchell Securities, Inc., Baltimore, 
Md. 

% New Orleans Public Service Inc. (12/14) 

Nov. 5 filed $6,000,000 first mortgage bonds due 1984. 
Proceeds — For construction program. Underwriters — 
To be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Equitable Securities 
Corp.: Union Securities Corp. and Harriman Ripley & 
Co. Inc. (jointly); Lehman Brothers, Kidder, Peabody & 
Co. and Stone & Webster Securities Corp. (jointly); The 
First Boston Corp.; White, Weld & Co. Bids—Expected 
to be received up to noon (EST) on Dec. 14. 

New Silver Belle Mining Co., Inc., Almira, Wash. 
Sept. 8 (letter of notification) 500,000 shares of common 
stock (par two cents). Price—10 cents per share. Pre- 
ceeds—For exploration and development costs. Under- 
writers—Percy Dale Lanphere and R. E. Nelson & Co., 
both of Spokane, Wash. 


Northern California Plywood, Inc. 
Sept. 13 filed 300 shares of common stock (par $5,000) 
and 5.000 shares of 5% cumulative participating pre- 
ferred stock (par $100). Price—At par. Proceeds—To 


Continued on page 44 








44 (1962) 


Continued from page 43 


purchase properties of Paragoi Plywood Corp. and pur- 
chase of raw materials. Office Crescent City, Calif. 
Underwriter—None. Sales to be made through Kaymond 
Benjamin Robbins. 
*% Okona Urarium Corp., Las Vegas, Nev. 
Oct. 25 (letter of notification) 300,000 shares of comimo 
stock. Price—-At par ($1 per share). Proceeds—Fo oe 
pioration and development costs. Offiee—710 5S. Fourca 
St., Las Vegas, Nev. Underwriter—No=« 

Ol Jato Uranium Co., Sait Lake City, Utah 
Aug. 5 (letter of notification) 1,750,000 shares of common 
stock (par one cent). Price—-15 cents per share. Pro- 
eceeds—For mining operations. Office—114 Atlas Bidg., 
Salt Lake City, Utah. Underwriter — Rocky Mountain 
Securities, the same city. 


® Old Hickory Copper Co., Phcenix, Ariz. (11 22) 
Oct. 7 (letter of notification) 750,000 shares of common 
stock (par 10 cents). Price—4C cents per share. Pro- 
ceeds — For mining expenses. Offices —- Mayer-Heard 
Bidg., Phoenix, Ariz., and 2 Broadway, New York, N. Y. 
inderwriter—General! Investing Corp., New York. 

Oregon Washington Teieprone Co. 

Oct. 7 (letter of notification) 1,000 shares of 5% cumu- 
lative preferred stock being oijfered for subscription by 
present preferred stockholders on an allotment basis; 
rights to expire on Nov. 19. Price-—-At par ($100 per 
share). Proceeds—To retire bank loan. Office—Hood 
River, Ore. Underwriter—-Zilka, Smither & Co., Inc., 
Portland, Ore. 

Pacific Telephone & Telegram Co. (11 16) 

Oct. 20 filed $50,000,000 of 35-year debentures due Nov. 
13, 1989. Preceeds—To redeem a like amount of 31-year 
4% debentures due Sept. 15, 1984. Underwriter—To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co.. Inc.; Morgan Stanley & Co.; White, 
Weld & Co., Lehman Brothers and Union Securities 
Corp. (jointly). Bids — To be received at 195 Broad- 
way, New York, N. Y. ,up to 11:30 a.m. (EST) on Nov. 16. 
& Palestine Industrial Foundation, Inc. 

Gct. 29 (letter of notification) 4,525 shares of common 
stock (offered subject to an offer of rescission Price— 
At par ($25 per share). Proceeds — For construction of 
building. Office—Palestine, Texas. Underwriter—None. 
® Panellit, Inc., Skokie, If]. (11/136) 

Oct. 19 filed 105,000 shares of common stock (par $1), 
of which 60,000 shares are for the account of the com- 
pany and 45,000 shares for the account of certain selling 
stockholders. Price To be supplied by amendment. 
Proceeds—-For expansion program. Business—-Manufac- 
tures modern automatic control and data reduction sys- 
tems. Underwriter — Bear, Stearns & Co., and Lehman 
Brothers, both of New York. 

Paramount Uranium Corp., Moab, Utah 
Oct. 7 (letter of notification) 6,000,000 shares of capital 
svock. Price—At par (five cents per share). Proceeds— 
For mining exvenses. Office—325 Main St., Moab, Utah. 
Underwriter—Van Blerkom & Co., Salt Lake City, Utah. 

Pay Day Uran‘'um Co., Las Vegas, Nev. 
Oct. 15 (letter of notification) 2.590.000 shai 

ock (par two cents). Price— 
ceeds—-For exploration and development costs 
2-30 Fremont St., Las Vegas, Nev. 
iindeiwriter Co., the same city. 

Peabody Ccai Co., Chicago, Ul. 

July 14 (letter of notification) 0 shares of 5% con- 
vertible prior preferred stock (par $25). Price—At mar- 
et (estimated at $11.75 per share). Proceeds—To cer- 
tain selling stockholders.—Underwriter—Fairman, Har- 
ris & Co., Inc., Chicago, Ill. 

Peoples Securities Corp., New York 
Aug. 11 filed 74.280 shares of capital stock. 
wer share. Proceeds—-For investment. Office—1i36 East 
-ith Street, New York, N. Y. Underwriter—None. 
® Petersburg & Hopewell Gas Co. 

Uct. 15 (letter cf notiiicat 13,750 
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% Pipecotc Service Co., Inc., San Angelo, Texas 
Oct. 26 (letter of notification) 109,000 shares of common 
stock. Price —At par ($1 per share). Proceeds — For 
equipment, working capital and general corporate pur- 
poses. Office—807 McBurnett Blidg., San Angelo, Calif. 
Underwriters—None. 

*% Preston Moss Fund, Inc., Boston, Mass. 

Nov. 5 filed 6.000 shares of capital stock. Price—At mar- 
ket. Proceeds—For investment. 

® Preduc.ng Properties, Inc. (11 16-17) 

Oct. 26 filed $7,500,000 of 5% debentures due 1969; 100,- 
000 shares of 6% preferred stock (par $25) and 1,000,- 
000 shares of common stock (par 10 cents) to be offered 
in units of $75 principal amount of debentures, one share 
of preferred stock and 10 shares of common stock. Price 
—$106 per unit. Proceeds—For acquisition of properties. 
Business—To purchase interests in produc:ng oil and 
gas properties, and related activities. Underwriters— 
Hemphill, Noyes & Co. and Shields & Co., both of New 
York, and Rauscher, Pierce & Co., of Dallas, Tex. 

*% Professional Discount Corp., Spartanburg, S. C. 
Oct. 26 (letter of notification) 300,000 shares of class A 
common stock. Priee—At par ($1 per share). Proceeds 
—For working capital. Office —901 Pine St., Spartan- 
burg, S. C. Underwriter—None. 

* Public Service Co. of New Hampshire (11/30) 
Nov. 5 filed $12,000,000 first mortgage bonds, series H, 
due 1984. Proceeds—To redeem $2,968,000 of 3°4% se- 
ries F bonds at $105.15 and $7,000,000 of 4% series G 
bonds at $103.75; and to repay short-term borrowings. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Lehman 
Brothers; White, Weld & Co.: Kidder, Peabody & Co. 
and Blyth & Co., Ine. (jointly); Salomon Bros. & Hutz- 
ler; The First Boston Corp. and Coffin & Burr, Inc. 
(jointly); Equitable Securities Corp. Bids—Expected to 
be received up to 11 a.m. (EST) on Nov. 30. 

Quaker Warehouse Co., Inc., Philadeiphia, Pa. 
Sept. 10 filed $900,000 of 10-year 6% debent ues due 
Sept. 1, 1964, to be offered to stockholder members of 
Quaker City Wholesale Grocery Co., a 100% cooperative 
retail grocer owned organization. Price—At par. Pre- 
ceeds—To purchase building, and for modernization and 
improvements. Underwriter—None. 


Rapid Film Technique, Inc., N. Y. City 
July 30 (letter of notification) 60,000 shares of com- 
mon stock (par 10 cents). Price—$2 per share. Pro- 
ceeds—For working capital. Office—21 West 46th Street, 
New York 36, N. Y. Underwriter—Jerome Rosenberg, 
Future Estate Planning. 630 McLean Ave., Yonkers, N. Y,. 
* Reinforced Plastics Corp., Martha’s Vineyard, 
Mass. 
Oct. 28 (letter of notification) $295,000 of 542% five-year 
convertible debentures, due Oct. 1, 1960, and 29,500 
shares of common stock (par one cent) to be offered in 
units of one $1,000 debenture and 100 shares of stock. 
Price — $1,001 per unit. Proceeds — To retire debt, buy 
equipment and for working capital, etc. Underwriter— 
John R. Boland & Co., Inc., New York. 
® Resort Airlines, Inc., Miami, F.a. 


Oct. 21 (letter of notilication) 1,1£0,0C0 shares of com- 
mon stock (par 10 cents) being offered to minority stock- 
hoiders on the basis of one new share for each two 
stares held of record Oct. 26, 1954. Resort Airlines, Ine. 
(Ce parent, has the right to purchase up to 84% of 
the off Price—20 cents per snare. Proceeds—To re- 
duce accounts payable and for working capital. Address 

Box 242, International Airport, Miami, Fla. Under- 
wr iter—None 


* Richiand Uranium Corp., Cat Lake City, Utah 


Nov. 2 (letter of notification) 2,956,000 shares of capi- 

tal si . Price—At par (19 cents per share). Proeeeds 
For exploration and development costs. Office—819 

Fis Security Bank Bldg., Salt Lake City, Utah. Un- 

derwriter—Jackson & Co., Inc., Boston, Mass. 

% Rocket Uranium Corp. 

Nov. | (letter of notification »,.790,C09 shares of com- 

me ock. Price At par (iwo cenit Saare). Pro- 

ceed For exploration and develop cent operations. 

Of Viay mn Salt Lake Ciiy, Uta Underwrier 


i‘ 


Ro'on Tire C’ain Corp., Denver, Co’o. 


Oct er of notification) 60,000 shares of common 
Price—$l per share. Proceeds—For increased in- 
vent , Working capital, sale nd production expenses, 
etc. Offtee—150 Tejon St., Denver, Ci Underwriter— 
Peters, Wi Christensen, Inc., s city. 
Samicol Uranium Corp., Santa Fe, N. M. 
Sept. i4 filed 300,000 shares of common stock (par 1 
cents). Price—$2 per share. Proceeds—-For develop- 
ment i exploration expenses, etc Underwriters—R. 
V Al C 1 McGrath Securities Corp., both oi 
New ; 
Sar Juan Racing Association (Fuerto Rico) 
ett notification) 100,000 shares of common 
yaar 50 cents). Price—S3 per share. Proceeds—tTo 
erate a ho racin establishment 1 
Rico. Office—Flamingo Bl Santurce, P. R 
Underwriter—Hun Securities Corp.. Nev 


c * . a . 
*% San Juan Uran.um Exp'’cration, inc. 
' A 


N« > (lett notificatioi 2.849.090 shares com 
mon stock ar one cent). Price—19 certs per share. 
Proceeds—-For exploration and development costs. Of- 
fice—718 Kittredce Bidg., Denver, Colo. Underwriter 
Rogers & Co., same address 


* Sarasota Concrete Co., Sarassta, Fia. 

Oct. 29 (letter of notification) 1,000 shares of preferred 
stock. Price—At par ($190 per share). Proceeds—For 
new equipment, inventory and to retire certain obliga- 
tions. Offiee—i100 Central Ave., Sarasota, Fla. Under- 
writer—None. 


. Thursday, November 11, 1954 


® Sherandoah Gas Co., Lynchburg, Va. (11/12) 

Oct. 18 tiled $741,000 of 6% sinking fund debentures 
due 1979 and 114,000 shares of common stock (par $1) 
to be offered in units of $6.50 principal amount of de- 
bentures and one share of stock. Price—$11.50 per unit. 
Proceeds —To repay bank loans, repurchase shares of 
common stock of company, for construction program and 


other general corporate purposes. Underwriter — Scott, 


Horner & Mason, Inc., Lynchburg, Va. 


Slick Rock Uranium Development Corp. 

Oct. 8 (letter of notification) 2,900,000 shares of common 
stock (par five cents), including shares for option to 
underwriter and prior property owner to be amended. 
Price—10 cents per share. Proceeds—For development 
and exploration expenses. Office—Newhouse Hotel, Salt 
Lake City, Utah. Underwriter — Van Blerkom & Co., 
same city. 

Selomon Uranium & Qil Corp., Inc. 

Oct. 7 (letter of notification) 2,000,000 shares of com- 
mon stock (par one cent). Price — 10 cents per share. 
Proceeds—For mining expenses. Offiees — 506 Beason 
Bidg., Salt Lake City, Utah, and 1016 Baltimore Bldg., 
Kansas City, Mo. Underwriter—E. R. Bell & Co., Kansas 
City, Mo. 

Somerset Telephone Co., Norridgewock, Me. 

June 11 (letter of notification) 2,200 shares of capital 
stock. Price—At par ($5 per share). Proceeds—For ex- 
pansion and new equipment. Underwriters—E. H. Stan- 
ley & Co., Waterville, Me.; and Clifford J. Murphy Co., 
Portland, Me. 
% Stancan Uranium Corp., Toronto, Canada (12/8) 
Nov. 4 filed 1,750,000 shares of common stock (par 1¢). 
Price—$1.50 per share. Proeeeds—To acquire uranium 
claims and for exploration and development work. 
Underwriters — Gearhart & Otis, Inc., New York, and 
Crerie & Co., Houston, Texas. 


Standard Oil Co. (New Jersey) 

Oct. 15 filed 8,969,055 shares of ‘capital stock (par $15) 
being offered in exchange for Humble Oil & Refining 
Co. capital stock on the basis of nine shares of Standard 
for 10 shares of Humble. The offer is subject to tender 
of at least 2,765,616 shares so that Sandard will own at 
least 80% or more of the Humble Oil capitai stock. The 
oifer expires on Nov. 30, 1954. Underwriter—None. 


Stardust, inc., Reno, Nev. 
July 9 filed 621,882 shares of preferred stock (par $10) 
and 621,882 shares of common stock (par one cent) to be 
offered in units of one share of each class of stock. Price 
—$10.01 per unit. Proceeds—For purchase of land and to 
construct and equip a luxury hotel. Underwriter—None. 


Star Uranium Corp., Salt Lake City, Utah 
Aug. 2 (letter of notification) 6,000,000 shares of com- 
mon stock (par one cent). Price—Five cents per share. 
Proceeds — For exploration and development costs. 
Underwriter—Ned J. Bowman Co., Salt Lake City, Utah. 


* Statler Hotels Delaware Corp. (11 23) 

Nov. 4 filed 1,004,509 shares of common stock (par $1) 
to be offered for subscription by common stockholders 
of Hilton Hotels Corp. (except members of its execu- 
tive group) on the basis of one Statler share for each 
Hilton share held on or about Nov. 23: rights to expire 
around Dec. 190. The members of the executive group 
have purchased and paid for an aggregate of 650,000 
additional shares of Statler stock. Price —-$6.42 per 
share. Proceeds—To finance, in part, purchase of Hotels 
Statler Co., Inc. properties. Underwriter—Carl M. Loeb, 
Rhoades & Co., New York. 

Stouffer Corp., Clevetand, Ohio 

Oct. 19 (letter of notification) 1,500 shares of common 
stock (par $2.50). Price—Not to exceed $22.50 per share. 
Proceeds—To Gordon Stouffer, Chairman of the Board. 
Underwriter—Ross, Borton & Simon, Inc., Cleveland, O. 


Superior Uranium Co., Las Vegas, Nev. 

Sept. 1 (letter of notification) 29,910,000 shares of com- 
mon stock. Price—At par (one cent per share). Proceeds 
—For development and exploration costs. Office—Medi- 
cal Arts Bildg., Las Vegas, Nev. Underwriter—Uranium 
Brokers, Inc., the same city. 

Sytro Uranium Mining Co., Inc., Dallas, Texas 
Sept. 9 (letter of notification) 2,975,000 shares of com- 
mon stock ‘(par five cents). Price—10 cents per share. 
Proceeds——For exploration and development of proper- 
ties Office 1406 Life of America Building, Dallas, 
Texas. Underwriter Western Securities Corp., Salt 
Lake City, Utah. 


Tacony Uranium Corp., Denver, Colo. 





Aug. 17 (letter of notification) 1,700,000 shares of com- 
mon stock. Price 0 ce per share. Precceds—For 
exploration : development expense Office — 317 
Railway | Denver, Colo. Underwriter 
E. I. Sh Denver, Colo 
® Tarbell nes, Ltd Canada) 11,18 
Sept. 24 | lati D 599.760 shar of common 
tock (par $i—( adian). Price—50 cents pk share. 
U. S. fur Proceeds—For explorati nd develop- 
ent exp O f propert: Underwriter 
H. J. Coo Co., New York. 
Temple Mountain Uranium Co. 
Oct. 7 (letter of notificati 3,500,000 shares of com- 
mon stock (par 2's ce Price 3 cents per share, 
Proceeds—F 0: xploration and development expenses. 
Office—39 Exchange Place, Salt Lake City, Utah. Un- 


derwriter—Walter Sondrup, same city. 

Texas international Sulphur Co. 
June 21 filed 455,000 shares of common stock (par 10 
cents), of which 385,000 shares are to be offered for 
subscription by commor ‘stockhéldeérs at the rate of one 
new share for each 4% shares held: and 70,000 shares 
are for account of certain selling stockholders. Price—To 
be supplied by amendment. Preceeds—For exploration 
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and drilling, and payment of bank loans and advances. 
Underwriter— Vickers Brothers, New York, on a “best ef- 
forts” basis. 


Thunderbird Uranium Co., Reno, Nev. 
Aug. 3 (letter of notification) 1,800,000 shares of com- 
mon stock (par 10 cents). Price — 15 cents per share. 
Proceeds—For mining activities. Office—206 N. Virginia 
St., Reno, Neb. Underwriter—Stock, Inc., Salt Lake City. 


® Trade Winds Co., Thunderbolt, Ga. (11/23) 
Nov. 1 filed 112,500 shares of common stock (par $1), 
of which the company proposes to sell 37,500 shares and 
selling stockholders 75,000 shares. Price—$4.50 per share. 
Proceeds — For working capital. Underwriters — Courts 
& Co., Atlanta, Ga., and Varnedoe, Chisholm & Co., Inc., 
Savannah, Ga. 
Trans-Continental Uranium Corp. 

Oct. 1 (letter of notification) 2,990,000 shares of com- 
mon stock. Price—At par (10 cents per share). Pre- 
ceeds—For exploration and development costs. Office 


' —358 S. 3rd St. East, Salt Lake City, Utah. Underwriter 


—Western Securities Corp., same city. 


Tung-Sol Electric, Inc. (11/18) 
Nov. 1 filed 100,000 shares of convertible preferred stock 
(par $50). Pricee—To be supplied by amendment. Pro- 
ceeds—For expansion and general corporate purposes. 
Underwriter—Harriman Ripley & Co. Inc., New York. 


* Twin Coach Co., Kent, Ohio 

Oct. 28 (letter of notification) not more than 2,000 shares 
of common stock (par $1). Price—At market (estimated 
at about $15 per share). Proceeds—To stockholders in 
lieu of fractional shares in connection with stock dis- 
tribution. Officee—850 West Main St., Kent, O. Under- 
writer—None. 


Ucolo Uranium Co., Salt Lake City, Utah 
Sept. 13 (letter of notification) 2,800,000 shares of com- 
mon stock (par one cent). Price — 10 cents per share. 
Proceeds—For exploration and development costs. Of- 
fice—906 Walker Bank Bldg., Salt Lake City, Utah. Un- 
derwriter—Western Securities Corp., the same city. 


Uintah Uranium, Inc., Salt Lake City, Utah. 
Oct. 5 (letter of notification) 15,000,000 shares of com- 
mon stock (par one cent). Price—Two cents per share. 
Proceeds — For exploration and development costs. 
Office—424 Judge Bldg., Salt Lake City, Utah. Under- 
writer—James E. Reed Co., same city. 


Union Compress & Warehouse Co. 
June 25 (letter of notification) 30,000 shares of common 
stock (par $1). Price—$10 per share. Preceeds—To 35 
selling stockholders. Office — Memphis, Tenn. Under- 
writers—Leftwich & Ross and Mid-South Securities Co., 
both of Memphis, Tenn. 


%* United Merchants & Manufacturers, Inc. 

Nov. 5 filed $500,000 of interests in the Employees Stock 
Purchase Plan for 1955 (together with 75,000 shares of 
stock), and 241,860 shares of common stock to be issued 


under The Executive Employees Restricted Stock Op- 
tion Plan. 


Universal Petroleum Exploration & Drilling Corp. 
Oct. 4 (letter of notification) 300,000 shares of common 
stock. Price — At par ($1 per share). Preceeds — For 
cost of Driller Boy (drilling equipment which company 
rents out), and working capital. Office—c/o Edwin J. 
Dotson, attorney-at-law, Simon Bldg., 230 Fremont St., 
Las Vegas, Nev. Underwriter—Robert B. Fisher In- 
vestments, 510 South Fifth St., Las Vegas, Nev. 


Urainbow, Inc., Sait Lake City, Utah 
Aug. 31 (letter of notification) 2,000,000 shares of com- 
mon stock (par two cents). Price—15 cents per share. 
Proceeds — For exploration and development expenses. 
Office—908 Kearns Bldg., Salt Lake City, Utah. Under- 
writer—Austin B. Smith Brokerage Co., the same city. 
‘Uranium Corp. of Colorado 
Sept. 23 (letter of notification) 300,000 shares of common 
stock (par one cent). Priee—$l per share. Proceeds— 
For exploration and development costs. Office — 129 
East 60th St., New York, N. Y. Underwriter—None. 
Uranium of Utah, Inc., Provo, Utah 
Sept. 14 (letter of notification) 3,000,000 shares of com- 
men stock (par 1 cent). Price —10 cents per share. 
Preceeds—F or exploration and development costs. Office 
227 N. University Ave., Provo, Utah. Underwriter— 
Bay Securities Corp., New York. 


Utaco Uranium, iInc., Salt Lake City, Utah 
Oct. 7 (letter of notification) 6,000,000 shares of com- 
mon stock (par one cent). Price—Five cents per share. 
Proceeds—For exploration and development costs. Of- 
fice—420 Felt Building, Salt Lake City, Utah. Under- 
writer—Western Securities Corp., Las Vegas, Nev. 

Utah Apex Uranium Co. 
Oct. 18 (letter of notification) 3,000,000 shares of capi- 
tal stock (par three cents). Price—Six cents per share. 
Proceeds—For exploration and development expenses. 
Office—430 Judge Bldg., Salt Lake City, Utah. Under- 
writer—Mid-Continent Securities, Inc., same city. 

Utah Premier Uranium Co. 
Oct. 19 (letter of notification) 5,000,000 shares of com- 
mon stock (par one cent). Price—Five cents per share. 
Proceeds—For expenses incident to mining operations. 
Office — 516 Continental Bank Bldg., Salt Lake City, 
Utah. Underwriter—J. E. Call & Co., same city. 

Utah Uranium Corp., Las Vegas, Nev. 
Aug. 20 (letter of notification) 10,000,000 shares of capi- 
tal stock (par 1 cent). Price — Three cents per share. 
Proceeds—For exploration and development expenses. 
Office—1818 Beverly Way, Las Vegas, Nev. Underwriter 
—First Western Securities, same city. 


Vestalee Uranium & Thorium Corp. 
Oct. 19 (letter of notification) 10,000,000 shares of 
common stock. Price—At par (one cent per share). 
Proceeds — For exploration and development costs. 


Office—Geneva Finance Bldg., American Fork, Utzh. 
Underwriter—Doxey Investment Co., Salt Lake City, 
Utah. 
Vigorelli of Canada, Ltd. (Canada) 

Aug. 9 (Regulation “D”) 96,770 shares of 8% preferred 
stock (par $2) and 96,770 shares of common stock (par 
$1) in units of one share of each class. Price—$3.10 
per unit. Proceeds—For exploration and development 
expenses. Office—1812 St. Catherine St. West, Montreal, 
Canada. Underwriter—B. Fennekohl & Co., New York. 


Virginia Electric & Power Co. (11/23) 
Oct. 22 filed 600,000 shares of common stock (par $10) 
to be offered for subscription by stockholders of record 
Nov. 23 on the basis of one new share for each 10 shares 
held; rights to subscribe Dec. 8. Price—To be supplied 
by amendment. Proceeds — For construction program. 
Underwriter—To be determined by competitive bid- 
ding. Probable bidders: Merrill Lynch, Pierce, Fenner 
& Beane; Stone & Webster Securities Corp. Bids—To 


be received at Room 735, 11 Broad St., New York City, . 


up to 11 a.m. (EST) on Nov. 23. 


Vulcan-Uranium Mines, Inc., Wallace, Idaho 
Oct. 15 (letter of notification) 1,500,000 shares of com- 
mon stock. Price—At par (five cents per share). Pro- 
ceeds-——For expenses incident to mining operations. Ad- 
dress—P. O. Box 289, Wallace, Idaho. Underwriter—Al- 
den J. Teske, d/b/a Wallace Brokerage Co., Samuels 
Hotel, Wallace, Idaho. 

Warren (J. C.) Corp. 
Oct. 25 (letter of notification) 300,000 shares of common 
stock (par five cents). Price—$1 per share. Proceeds— 
To purchase equipment, liquidate debt to individuals 
and for working capital. Office—21 Hanse Ave., Free- 
port, N. Y. 


Washington Natural Gas Co., Clarksburg, Va. 
Sept. 20 (letter of notification) 10,000 shares of common 
stock. Price—At the market (estimated at $1.37% per 
share). Proceeds—To Elizabeth D. Hardman, the sell- 
ing stockholder. Underwriter—Barrett Herrick & Co., 
Inc., New York. 


® Weco Products Co., Chicago, I. .(11/22-24) 
Oct. 29 filed 182,984 shares of common stock (par $1). 
Price—To be supplied by amendment (approximately 
$15 per share). Proceeds—To selling stockholders. Un- 
derwriter—Bacon, Whipple & Co., Chicago, Il. 


West Coast Pipe Line Co., Dallas, Tex. 

Nov. 20, 1952 filed $29,000,000 12-year 6% debentures 
due Dec. 15, 1964, and 580,000 shares of common stock 
(par 50 cents) to be offered in units of one $50 deben- 
ture and one share of stock. Price—To be supplied by 
amendment. Proceeds—From sale of units and 1,125,000 
additional shares of common stock and private sales of 
$55,000,000 first mortgage bonds to be used to build sa 
1,030 mile crude oil pipeline. Underwriters — White, 
Weld & Co. and Union Securities Corp., both of New 
York. Offering—Postponed indefinitely. 


West Coast Pipe Line Co., Dallas, Tex. 
Nov. 20, 1052 filed 1,125,000 shares of common stock (par 
‘60 cents). Priee—To be supplied by amendment. 'Pro- 
eeeds—Together with other funds, to be used to build 
pipeline. Underwriters—White, Weld & Co. and Union 
Securities Corp., both of New York. Offering—Post- 
poned indefinitely. 


Western Central Petroleums, Inc., N. Y. 
Sept. 16 (letter of notification) 133,333 shares of common 
stock (par 10 cents). Priee—At market (estimated at 
36% certs). Preceeds—To certain selling stockholders. 
Office — 32 Broadway, New York. Underwriter —S. B. 
Cantor Co., New York. 


Western Fire & Indemnity Co., Lubbock, Texas 
Oct. 18 filed 30,000 shares of common stock (par $10). 
Price—$25 per share. Proceeds—To establish reserve to 
qualify company to do business in States other than 
Texas. Underwriter—None. 


Western Plains Oil & Gas Co. 

May 24 filed 100,000 shares of common stock (par $1). 
Priee—$4.75 per share. Proceeds—To redeem 1,250 out- 
standing preferred shares ($125,000), to repay bank 
loan, etc. ($2,500); for purchase or acquisition of addi- 
tional mineral interests, leases and royalties in the 
United States and Canada and for other corporate pur- 
poses. Office—Glendive, Mont. Underwriter—Irving J. 
Rice & Co., St. Paul, Minn. 


Western Precipitation Corp., Los Angeles, Calif. 
Oct. 21 filed 60,000 shares of common stock (par $1). 
Price—$8.75 per share. Proceeds—For working capital, 
etc. Business—Designs, manufactures and installs equip- 
ment used for clearing industrial gases. Underwriter— 
Wagenseller & Durst, Inc., Los Angeles, Calif. 

% Wilco Oil & Minera's Corp. 

Nov. 2 (letter of notification) 360,000 shares of common 
stock (par 10 cents). Price—S$1 per share. Proceeds 
For expenses incident to oil activities. Office 728 


> 


Columbus St., Rapid City, S. D. Underwriter—-Fenner- 
Streitman & Co., New York. 
Woodbury (Conn.) Telephone Co. 


Sept. 10 (letter of notification) 2,650 shares of common 
stock being offered for subscription by stockholders of 
record Oct. 15, 1954 in the ratio of one new share for 
each share held; with rights to expire on Nov. 12. Price 
—At par ($25 per share). Proceeds—For construction 
program. Underwriter—None. 


World Uranium Mining Corp. 
July 2a (lever vs DUuinenwu, o,096,000 shares of com- 
mon stock (par one cent). Price— Three cents per 
share. Proceeds—For exploration and development ex- 
penses. Offiee—323 Newhouse bldg., Salt Lake City, 
Utah. Underwriter—P. G. Christopulos & Co., same city. 
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Wyoming Uranium Corp., Salt Lake City, Utah .* 
Aug. 23 (letter of notification) 9,166,667 shares of com- 
mon stock (par 1 cent). Price—Three cents per share. 
Preceeds—For exploration and development expenses. 
Underwriter—James E. Reed Co., Salt Lake City, Utah 

Wytex Oil Corp. 

Sept. 17 (letter of notification) $290,000 of 10-year 5% 
sinking fund debentures (with warrants) being offered 
to class A and for class B stockholders of record Aug. 29 
on the basis of $500 of debentures for each 50 shares of 
stock held; rights to expire on Nov. 30. Price—At par. 
Proceeds—To reduce bank loans and for development of 
company’s wells in Weston County, Wyo. Office — 100 
State St., Albany 7, N. Y. Underwriter—None. 

Zenith Uranium & Mining Corp. 

July 12 (letter of notification) 300,000 shares of common 
stock (par one cent). Price—$l per share. Proceeds— 


For mining operations. Underwriter—Sheehan & Co., 
Boston, Mass. 


Prospective Offerings 


Aluminium, Ltd. 
Oct. 13 it was announced stockholders on Nov. 23 will 
vote on increasing the authorized capital stock from 
10,000,000 shares (9,026,234 shares outstanding) to 20,000,- 
000 shares (no par value) of which a part may be of- 
fered for subscription by stockholders. Price—It is ex- 
pected that the proceeds will amount to approximately 
$40,000,000. Proceeds—For expansion program. Dealer 
Managers—In April, 1953, The First Boston Corp., A. E. 
Ames & Co., Ltd., and White, Weld & Co. managed a 
group of soliciting dealers to procure subscriptions for 
the shares. Offering—Probably early in 1955. ~ 
® Armour & Co., Chicago 
Nov. 8 filed 500,000 shares of common stock (par $5) to 
be issued upon the exercise of warrants to be issued in 
connection with proposed plan to issue $120 principal 
amount of 5% cumulative income subordinated deben- 
tures due Nov. 1, 1984, and one common stock purchase 
warrant in exchange tor each share of no par vaiue $6 
cumulative convertible preferred share outstanding with 
dividend arrearages of $18 per share. This will involwe 
$60,000,000 of new debentures. Warrants would be ex- 
ercisable at $12.50 per share during the first two years, 
$15 during the next three years, $17.50 during the fol- 
lowing two years and $20 during the last three years. 
Financial Advisor—Wertheim & Co., New York. 


* Australia (Commonwealth of) 

Nov. 1 it was reposted sale of $25,000,000 of bonds to 
mature in 1969 is planned. Proceeds — To refund 5% 
bonds due in 1955. Underwriter—Morgan Stanley & Co., 
New York. Offering—Expected late in November. 


Axe Atomic & Electronic Fund 
Sept. 20 it was reported securities of this new closed-end 
fund will be soon offered through Axe Securities Corp., 
New York, N. Y. 


Belgium (Kingdom of) 
Nov. 1 it was reported sale of $30,000,000 of new bonds 
is expected early in December. Underwriter — Morgan 
Stanley & Co., New York. 


% Boatmen’s National Bank, St. Louis, Mo. 

Nov. 8 the bank offered stockholders of record Nov. 8 
the right to subscribe on or before Nov 22 for 25,000 
additional shares of capital stock (par $20) at $50 per 
share on a 1-for-10 basis. Underwriter—I. M. Simon 
& Co., St. Louis, Mo. 


* Broadway-Hale Stores, Inc., Los Angeles, Calif. 
Nov. 5 it was announced stockholders on Nov. 16 will 
vote on increasing the authorized preferred stock (par 
$25) from 136,624 shares to 260,000 shares. It is planned 
to offer in exchange a new issue of $1.25 preferred stock 
for the present $1.15 preferred stock and sell 63,376 
additional shares to finance expansion and _ provide 
working capital. Previous preierred s.ock financing was 
done privately in 1951. 


Byers (A. M.) Co. 

Oct. 11, A. B Drastrup, President, announced that com- 
pany plans to refinance the 42,277 outstanding shares 
of 7% preferred stock (par $100) through a new issue 
of preferred stock and possibly also include issuing 
additional common stock. Proeeeds—To retire existing 
preferred stock and for capital expenditures and work- 
ing capital. Underwriter—Previous preferred stock fi- 
nancing was handled by Dillon, Read & Co. Inc., New 
York. 


Central Power & Light Co. 


Oct. 25 it was reported company plans to issue and sell 
75,000 shares of preferred stock (par $100). Proceeds— 
To repay bank loans and for new construction. Under- 
writer—To be determined by competitive bidding. Prob- 
ble bidders: The First Boston Corp.:; Lehman Brothers 


d Glore, Forgan & Co. (jointly): Kidder, Peabody & 
Co. and Blyth & Co., Inc. (jointly); Merrill Lynch, 
Pierce, Fenner & Beane and Salomon Bros. & Hutzler 
jointly); Kuhn, Loeb & Co. 

Central & Southwest Corp. 
Sept. 2 it was reported company plans issue and sale of 
between 500.000 to 600,000 additional shares of com- 
mon stock, probably first to stockholders. Underwriter 

May be determined by competitive bidding. Probable 


bidders; Blyth & Co., Inc. and Smith, Barney & Co. 
(jointly); The First Boston Corp. and Merrill Lyneh, 
Pierce, Fenner & Beane (jointly); Lehman Brothers and 
Lazard Freres & Co. (jointly). Offering—Not expected 
until early in 1955. 

Continued on page 46 
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Chesapeake & Ohio Ry. 
Sept. 29 it was reported company plans to issue and 
sell $40,000,000 of new bonds. Proceeds—To refund its 
outstanding $37,851,000 3%% bonds and $2,441,000 4% 
bonds. Underwriter—May be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.,; 
Blyth & Co., Inc. 

Chicago & Eastern Illinois RR. 
Sept. 21 company filed an application with the ICC for 
authority to issue $15,350,000 of 5% income debentures 
due Jan. 1, 2054, to be offered in exchange, par for par, 
for the outstanding 383,751 shares of class A stock (par 
$40). 

Chicago, Rock Island & Pacific RR. 
Oct. 28 it was reported that this company may possibly 
announce a refunding operation soon which will elimin- 
ate its preferred stock. 
* Commonwealth Edison Co. (1/11) 
Nov. 5, William Gale, Chairman, disclosd that this com- 
pany plans to file a registration statement with the SEC 
in December covering a proposed issue of long-term, 
sinking fund debentures (the exact amount of which has 
not yet been determined). Proceeds—For construction 
program. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Glore, Forgan & Co.; The First Boston Corp. Bids 
—Expected to be received on Jan. 11. 


Consolidated Freightways, Inc. (11/23) 
Oct. 18 the corporation applied to the ICU tor authority 
to issue and sell 100,000 shares of common stock (par $5). 
Price—Not less than $16.50 per share. Proceeds — To 
finance purchase of equipment. Underwriter—Blyth & 
Co., Inc., New York and San Francisco. 


Consolidated Natural Gas Co. 
Sept. 16 J. French Robinson, President, announced that 
stockholders on Dec. 2 will vote on authorizing 920,822 
additional shares of capital stock for an offering to 
stockholders planned for 1955 on a 1-for-8 basis. Un- 
derwriter—None. 


Consolidated Uranium Mines, Inc. 
July 23 stockholders authorized the issuance and sale 
of not to exceed $6,000,000 convertible debenture bonds 
in connection with the acquisition of Uranium Mines of 
America, Inc. stock. Public offering of $2,000,000 bonds 
expected early in 1955. Underwriter — Tellier & Co., 
Jersey City, N. J. 


Eastern Utilities Associates 

Sept. 20 it was reported company plans issue and sale 
of $7,500,000 collateral trust bonds due 1984. Proceeds— 
To be used principally to refund $7,000,000 43%,% bonds 
now outstanding. Underwriter—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Kidder, Peabody & Co.; White, Weld & Co.; 
Stone & Webster Securities Corp. and Estabrook & Co. 
Bids—Expected to be received sometime in November. 


Evans Products Co., Plymouth, Mich. 
vov. 6 it was announced stockholders will vote Dec. 21 
on approving an authorized issue of 100,000 shares of 
preferred stock (par $50) and on increasing the author 
ized common stock (par $5) from 300,000 shares to 1,- 
000,000 shares. Business—Company manufactures freight 
car loading equipment. Financing—Not imminent. 


First National Bank of Cincinnati 
Oct. 18 the Bank offered. to its stockholders of record 
Oct. 15 the right to subscribe on or before Nov. 19 for 
195,750 additional shares of capital stock on a 3-for-10 
basis. Price—$20 per share. Underwriter—None. 


* First National Bank of Colorado Springs, Colo. 
Nov. 4 the bank offered stockholders of record Nov. 3 
the right to subscribe on or before for 12,500 shares of 
capital stock (par $20) at $38.50 per share on a one-for- 
four basis. Underwriters—Newman & Co.; Bosworth, 
Sullivan & Co.; and Boettcher & Co. 


Fort Neck National Bank, Seaford, N. Y. 
Oct. 26 it was announced stockholders will vote Nov. 16 
on approving an offering of 26,000 additional shares of 
capital tock (par $12.50) to stockholders of record Nov. 
16 on a 1-for-2 basis; rights to expire on Dec. 1. This 
would follow a 2-for-1 stock split. Underwriter—Blair 
& Co. Incorporated, New York. 


Genera! American Investment Corp. (Texas) 
Oct. 18, Emmett J. Morrow, President, announced com- 
plany plans to issue and sell 25,000 shares of preferred 
stock (no par) and 25,000 shares of common stock (par 
one cent) following approval by the Texas Securities 
Commission. Proceeds—To finance business expansion. 


General Telephone Co. of the Southwest 
Aug. 25 stockholders approved an increase in the au- 
thorized preferred stock (par $20) from 400.000 to 700,- 
000 shares and in the common stock from 500.000 to 
1,000,000 shares. Underwriters—Paine, Webber, Jackson 
& Curtis and Stone & Webster Securities Corp. 

Georgia Gas Co. 
Aug. 27 it was announced that this company, a sub- 
sidiary of United Cities Utilities Co., contemplates the 
a — ne to —_ of Georgia of $300,000 par 

ue of preferred stock, stbjec 
the Georgia P. S. Commission. a 


‘ we Moblie & Ohio RR. 

ug. it was reported company may consider th 
issuance of about $25,000,000 bonds later this year. — 
ceeds—To refund first refunding mortgage 4s and 3%s 
due 1975 and 1969, respectively; collateral trust 334s 
due 1968; and New Orleans Great Northern 5s due 1983. 
Underwriter—To be determined by competitive bid- 
ding. Probable bidders: Halsey, Stuart & Co. Inc.; 





Kuhn, Loeb & Co., Blyth & Co., Inc. and Salomon Bros. 
& Hutzler (jointly); The First Boston Corp.; Shields 
& Co. 


Hilton Hotels Corp. 

Oct. 27, Conrad N. Hilton, President, announced that 
holders of stock of Hotels Statler Co., Inc., will be ac- 
corded rights to purchase Hilton securities. Proceeds— 
To pay in part for purchase of Hotels Statler Co., Inc. 
properties. [See also Statler Hoteis Delaware Corp. 
under “Securities in Registration” above.| Underwriter 
—May be Carl M. Loeb, Rhoades & Co. 


Holly Corp., New York. 
Sept. 9 S. B. Harris, Jr., President, stated that prelimin- 
ary financing has been arranged to be followed by a 
public offering after which this corporation plans to 
distribute a part of its holdings of Holly Uranium Corp. 
stock to its stockholders. 


Household Finance Corp. 
Oct. 7 preferred stockholders approved a proposal to 
increase the authorized amount of preferred stock (par 
$100) from 312,000 shares to 592,000 shares. Under- 
writers—Lee, Higginson Corp. and Kidder, Peabody & 
Co., both of New York; and William Blair & Co., of 
Chicago and associates. 


IMlinois Central RR. (12/15) 

Oct. 12 it was reported company plans to issue and sell 
$18,000,000 of sinking fund debentures due 1979. Pro- 
ceeds—Together with treasury funds to redeem 372,914 
shares of outstanding preferred stock (par $50). Under- 
writer—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Kuhn, Loeb & 
Co., Harriman Ripley & Co. Inc. and Union Securities 
Corp. (jointly); Morgan Stanley & Co. Bids—Expected 
on Dec, 15. 


Kansas City Power & Light Co. é; 
Sept. 15 it was announced that company may sell in the 
latter part of 1954 or early in 1955 $16,000,000 first mort- 
gage bonds. Proceeds—To repay bank loans and for new 
construction. Underwriters—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Lehman Brothers and Bear, Stearns & Co., 
(jointly); Kuhn, Loeb & Co., Salomon Bros. & Hutzier 
and Union Securities Corp. (jointly); Glore, Forgan & 
Co.; Blyth & Co., Inc. and The First Boston Corp. (joint- 
ly); White, Weld & Co. and Shields & Co. (jointly); Har- 
riman Ripley & Co., Inc., Equitable Securities Corp. 


® Kansas City Southern Ry. (11/18) 

Nov. 4 it was announced company plans to issue and 
sell $50,000,000 of first mortgage bonds, series C, due 
Dec. 1, 1984. Proceeds—Together, with other funds, will 
be used to redeem $37,889,000 of series A 4% bonds and 
$13,154,000 of series B 35,% bonds. Underwriter—To 
be determined by competitive bidding. Probable bid- 
ders: The First Boston Corp. and Halsey, Stuart & Co. 
Inc. (jointly); Kuhn, Loeb & Co., Ladenburg, Thalmann 
& Co. and Blyth & Co Inc: (jointly); White, Weld & 
Co.; Harriman Ripley & Co. Inc. and Glore, Forgan & 
Co. (jointly). Bids—Expected to be received up to noon 
(EST) on Nov. 18 at 25 Broad Street, New York 4, N. Y. 


Majestic Auto Club, Inc. 
Aug. 25 it was announced company plans to offer 500,- 
000 shares (par five cents) to the motorist and general 


public shortly after completion of the current offering ° 


of 100,000 shares to service station owners and operators. 
Office—Room 717, 141 Broadway, New York 6, N. Y.. 


%* Missouri Natural Gas Co. 

Nov. 8 it was reported early registration of about 110,- 
000 shares of common stock is expected. Price—May be 
around $8 per share. Underwriter—Straus, Blosser & 
McDowell, Chicago, III. 


National Starch Products, Inc. 
Sept. 28 stockholders approved an authorized issue of 
40,000 shares of new prefererd stock (par $100), a part 
of which may be issued privately to finance a new mid- 
western plant to produce vinyl resins. Underwriter—F. 
Eberstadt & Co., Inc., New York, handled previous fi- 
nancing. 


New England Telephone & Telegraph Co. 
(12/14) 

Oct. 19 it was announced company plans issue and sale 
of $30,000,000 debentures due 1988. Proceeds—To repay 
loans and for additions and improvements. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Morgan Stanley & 
Co.; The First Boston Corp.: Glore, Forgan & Co.; Kuhn, 
Loeb & Co. and Union Securities Corp. (jointly). Bids— 
Expected to be received on Dec. 14. 

New England Telephone & Telegraph Co. 
Oct. 19 it was announced company proposes to offer to 
its stockholders of record March 1, next, 511,205 addi- 
tional shares of capital stock (par $100) on a 1-for-5 
basis. American Telephone & Telegraph Co., its parent, 
owns about 69% of presently outstanding shares. Pro- 
ceeds—To repay temporary borrowings. Underwriter 
—None. 
@® New York, Chicago & St. Louis RR. (1/10) 
Oct. 28 it was reported company may issue and sell in 
January, 1955, $36,000,000 of income debentures. Pro- 
ceeds—To redeem outstanding $6 preferred stock. Un- 
derwriters—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Blyth & 
Co., Inc. and Union Securities Corp. (jointly); Smith, 
Barney & Co.; White, Weld & Co.; Kuhn, Loeb & Co. 
Bids—Tentatively expected on Jan. 10. 

Pacific Power & Light Co. 
Oct. 19 stockholders approved a proposal to authorize 
200,000 additional preferred stock of $100 par value, 
which are to be sold in series. Proceeds—For new con- 
struction. Offering—Not imminent. 
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Peninsular Telephone Co. 
Oct. 19 stockholders approved proposal to increase au- 
thoriz@d preferred stock from 600,000 shares to 1,000,000 
shares and the authorized common stock from 1,500,000 
to 2,000,000 shares. Underwriters — Last financing was 
haridléd by Morgan Stanley & Co. and Coggeshall .& 
& Hicks. Not imminent. 


® Penn-Texas Corp. 

Oct. 18 authorized capital stock (par $10) was increased 
by 1,000,000 shares, of which about 220,000 shares are 
to be publicly oftered. Price — From 15% to 25% 
below the price on the New York Stock Exchange at 
the time of offering. Proceeds — Of the approximatély 
$3,000,000 which would be obtained, about $1,000,000 will 
be used for drilling, exploration and additional pur- 
chases under the corporation’s uranium program: an- 
other, $1,000,000 will be used to finance accounts re- 
ceivable of a subsidiary and the remainder would be 
used to develop proven oil reserves, including an ex- 
panded drilling program. Offering—No deiin.te decision 
yet. made. 


@ Pennsylvania Company for Baxking and Trusts, 
Phitade.p.iia, Pa. (12/1) 

Aug. 24 it was announced stockholders will be offered 
the right to subscribe to 100,000 shares of common stock 
(par $10) on the basis of new new share for each 14 
Shares held as of Nov. 26, 1954; rights to exvire .on 
Dee. 23. Price—-To be named on Dec. 1. Proceeds—To 
increase surplus and capital accounts. Underwriters— 
Drexel & Co., Philadelphia, Pa.; and Merrill Lynch, 
Pierce, Fenner & Beane and Smith Barney & Co., of 
New York. 


Public Service Co. of Oklahoma 
Aug. 28 it was reported that company may issue and 
sell 75,000 shares of new preferred stock (par $100). 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Harriman Ripley & Co. Inc. and 
Ceniral Republic Co. Inc. (jointly); Smith, Barney é& 
Co.; Kuhn, Loeb & Co.; Glore, Forgan & Co. 


Public Service Co. of Oklahoma 

Sept. 2 it was reported company may sell between $20,- 
000,000 and $25,000,000 of first mortgage bonds in Janu- 
ary. Proceeds—To repay bank loans and for new con- 
struction. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Equitable Securities Corp.; Salomon Bros. & Hutz- 
ler; The First Boston Corp.; Blyth & Co., Inc., Kidder, 
Peabody & Co. and Stone & Webster Securities Corp. 
(jointly); White, Weld & Co.; Shields & Co. 


Savage Industries, Inc., Phoenix, Ariz. 
Aug. 9 it was announced company plans later this year 
to issue and sell an additional block of 75-cent cumu- 
lative convertible preferred stock (par $1), expected 
to gross around $250,000. Proceeds—For expansion and 
acquisitions. Underwriter—Probably Pacific Coast Se- 
curities Co., San Francisco, Calif. 


Sheraton Corp. of America 


' Oct. 15 it was reported company may later issue and sell 


$6,000,000 of first mortgage bonds due 1965. Underwriter 
—Paine, Webber, Jackson & Curtis. 


% Tennessee Gas Transmission Co. 
Nov. 9 the company reported it is planning the sale of 


a new issue of first mortgage pipeline bonds early in 


December. Proceeds—To redeem 3%%%, 4% and 44% 
bonds and for new construction. Underwriter—To be 
determined by competitive bidding. Probable bidders: 
Stone & Webster Securities Corp. and White, Weld & 
Co. (jointly); Halsey, Stuart & Co. Ine. 


Transcontinental Gas Pipe Line Corp. 
March 16 it was reported company plans later this year 
to do some permanent financing to repay temporary 
bank loans necessary to pay for new construction esti- 
mated to cost about $11,000,000 for 1954. Underwriters— 
Whites.Weld & Co. and Stone & Webster Securities 
Corp., both of New York. 


United Dye & Chemical Corp. 
Sept. 8 directors authorized an offering to common 
stockholders of additional common stock at the rate of 
one new share for each five shares held (with an over- 
subscription privilege). About 150,000 shares are pres- 
ently outstanding. Price—$9 per share. Underwriter— 
None. 


Utah & Idaho Uranium, Inc., Kellogg, Ida. 
Sept. 7 Lester S. Harrison, President, announced that 
the company contemplates obtaining funds to initiate 


its uranium mining operations in Utah by the sale to the 
public of its unissued treasury stock. This financing will 
follow completion of the company’s current drilling pro- 
grain. 


Virginia Electric & Power Co. 

Nov. 1 it was reported company may issue and sell $20,- 
000,000 to $25,000,000 of first mortgage bonds some time 
next Spring. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & Go. 
Inc.; Union Securities Corp.; Stone & Webster Securities 
Corp.; Kuhn, Loeb & Co.; Salomon Bros. & Hutzler; 
White, Weld & Co. 


Western Pacific RR. Co. 

Sept. 8, it was announced that directors have approved 
the issue and sale about Jan. 1, 1955 of $7,000,000 of 
first mortgage bonds, series B. Proceeds — To re- 
imburse company for capital expenditures already made 
and for future improvements. Underwriters—May be de- 
termined by competitive bidding. Probable bidders: Hal- 
sey, Stuart & Co. Inc.; Union Securities Corp. and Glore, 
Forgan & Co. (jointly); Kidder, Peabody & Co. and 
Blyth & Co., Inc. (jointly); Lehman Brothers and Bear, 
Stearns.& Co. (jointly). 
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of $15,000,000 of new 30-year first 
mortgage bonds, set for the first 
week of Dec@mber. 


Commonwealth Edison Co. 
(Chicago) hag indicated it will be 
in the market early in January 
with a iongaterm sinking fund 
débenture isgue. Details of this 
operation will be made availible 
| during Dece tber when the utility 
| plans to file the necessary regis- 
| tration. 

The investment banking world, | — 
and for that matter the banking 
world in general, is putting in a 
good deal of its time currently 
endeavoring to figure what to ex- 
pect in the way of government 
refinancing, come the middle of 
December. 


Altheuch it has been the goal 
ef the present administration to 
get through some long-term fi- 
nancing as means of easing its 
recurrent burden of rolling over 
short-term debt, current opinion 
is that an extended maturity at 
this time would be a little risky. 


This feeling may stem from the 
fact that bankers have not found | 
the new issue market any too re- 
ceptive in recent weeks. Mean- 
time they are loaded with munici- 
pals which have been coming out | 
in liberal supply, and the “blue 
list” it is noted, is heavy. 

Naturally the tendency is to fig- 
ure that a long Treasury offering 
at this time might react unfavor 
ably on the municipal market anc 
to such extent on investment port- 
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DIVIDEND NOTICES 






American -Standard 


PREFER DIVIDEND 
COMMGN DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferréd Stock has been de- 
clared, payablgé December 1, 1954 to 
stockholders of record at the close of 
business on November 19, 1954. 

A quarterly dividend of 32 cents per 
share and a spegial dividend of 21 cents 
per share on the Common Stock have 
been declared, ypayable December 15, 
1954 to stockhglders of record at the 
close of busin on November 19, 1954. 


AMERICAN RADIATOR & STANDARD 
2 —_ SANITARY CURPORATION 
* JOHN E. KING 


Fe President and Treasurer 
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aD ALLIS-CHALMERS 
MFG. CO.—— 





folios. Yet experienced people| 

who keep close to the market arc COLMAMON DIVIDEND NO. 122 

not too perturbed. 4 regular quarterly dividend of one dollar 
£1.00) per share on the issued and outstan ! 


They centend that while inves- 
tors may say “no” to some corpo- 
rate issues shading a 3% yield 
they could be expected to react) 
favorably to a long-term Treas- | 
ury bond providing such a return. 

Feeling in some quarters is that 
the Treasury may feel tempted to 


ing common stocde§ 20.00 par value, of this 
Company nas beé&declared, payable Decem 
ber 22. 154 to shagelol lers of record at the 
‘love of business November 26. 1954 


3%4% PREFERRED DIVIDEND NO. 33 


A regular quarterly dividend of eighty-one 
and one-quarter eents (81'¢c) per share on 
the 344% Cumulative Convertible Preferred 
Stock, $100 par value, of this Company hu 


> a “emits ” shin : been declared, pavVabie December 5, 1954 to 
iry a pac kage offer which might shareholders of record at the close of business 
embrace one-year, eight-year and | November 22 Lom 
25-year paper for example. | 4.08% PREFERRED DIVIDEND NO. 2 
N V Telephones Freed A rewular juartePy dividend of one dolluw 
IN. . ’ 


$02) per share on the 4.08% 
(omf¥ertible Preferred Stock 


and two cents 


Bankers who sponsored the of- | Cunmulativ: 
fering of $75,000,000 of New York ens — — MS this yg ree ere 
7 al deciane my ees eceminteer - , »? osvare 
Telephone Co. bonds brought ou Adin, ah teen tie sine Of 
three weeks ago, decided to turn | November 22, 1954 
. . nafer boo \ i” wv closet 
that issue loose early this week. ne aghhny » he t be cloned 


When the syndicate decided to Scr I cr ee oY 
free the bonds, they settled back) . oii. 4 jung 
to a 100 bid 100% to * asked s 
basis. Demand was reported brisk 
at 100, but offerings at that level 
were said to be extremely light. 


business 


* 
’ 
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Firms who took down their re- 
spective participations were evi- 
dently disposed to hold the issue 
for better prices. 


Two Large Issues Ahead 
Although the immediate calen- 
dar appears lean, bankers will be | 
with the task of mar- 
large the 


INVESTMENT COMPANY 


fairly busy 
keting 
week | § 
On Tuesday they will be bid- 
ding competitively for an issue of 
$50,000,000 of Pacific Telephone & 
Telegraph Co. 35-year debentures 
which will provide funds for the 
redemption of a similar amount of 
outstanding 4s, due in 1984. Two 
large groups are breasting the 
tape for this one. 


two issues in 96TH Oy 
ane 


ON COMMON STOCK 


The Board of Directors declared 
a regular quarterly dividend on 
the ¢ fommon Stock of 40 cents 
per share,payable Decem- 
ber 1, 1954, 40 stockholders of 
record November 15, 1954. 


ahead. 





The Direetors also declared 
the regula® quarterly divi- 
dends on fie 514% Cumu- 
lative Prior, Preferred Stock, 3 
the Series A-31.25 Convertible 
Preference Stock and the414% 
Preference Stock, all payable g 
January 1.1955 to stockholders 7 


The following Thursday, Kansas 
City Southern Railway has a $50,- 
000,000 issue up for bids, also for 


re un i io s 2S. ere < ys } : pa pu 
efunding purposes iH re agai! of record December 15, 1954. 
two major underwriting ‘groups HARRY W. HARTLEY | 
will be bidding for the business. Treasurer 


Noveinber 1, $954 
Calendar Building Up 
While things may be a bit 
the slow side until the Treasury's 
operations are out of the way, the 
forward signs of 





on 





Financing the Consumer through na- 
tion-wide subsidiaries — principally : 
Public Loan Corporation 
Domestic Finance Corporation ; 
Loan Service Corporation 
Ohio Finance Company 


General Public Loan 
Corporation 


calendar shows 
building up in the corporate field 

Long Island Lighting Co., has 
gone into registration with the 
Securities and Exchange Commis- 
sion to cover a projected offering 


OF ILLINOIS D 
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With Emerson Cook Co. 


(Special to THe FINANcIAL CHRONICLE) 


PALM BEACH, Fla.—Barker H. 


Joins W. C. Gibson 


CHICAGO, Ill.—Sheldon Spin- 


ner has become connected with W. 
C. Gibson & Co., 
Salle Street. 


231 South La 


DIVIDEND NOTICES 


DIVIDEND No. 60 =" 


Hudson Bay Mining 
and Smelting Co., Limited 


A Dividend of one dollar ($1.00) 
(Canadian) per share has been de- 
clared on the Capital Stock of this 
Company, payable December 15,1954, 
to shareholders of record at the close 
of business on November 15, 1954. 

J. F. McCARTHY, Treasurer. 























(BRUNING ) 





The Board of Directors of 
Charles Bruning Company, Inc. have 
declared a regular quarterly divi- 
dend of 60c per common share 
plus an extra dividend of 30c per 





common share payable December 
1, 1954, to holders of record 
November 15, 1954. 


Vincent G. McDonagh, 


Secretary 


THE COPYFLEX PROCESS 


REWRY! 


A dividend of forty (40 
share for the fourth quarter of 1954 











cents per 


has been declared on the common | 
stock, payable December 10, 1954 to | 
stockholders of record at the close of 
business on November 25, 1954 


Drewrys Limited U. S. A., Inc. 
South Bend, Indiana 


T. E. JEANNERET, 
c etary and Treasurer 








H. L. Robbins Adds to Staff | 


WORCESTER, Mass. — Joseph | 


B. Gould has been added to the 
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THE DAYTON POWER 
AND LIGHT COMPANY 


DAYTON, OHIO 
129th Common Dividend 

The Board of Directors has declared a 
regular quarterly dividend of 50c per 
share on the Common Stock of the 
Company, payable on December 1, 
1954 to stockholders of record at the 
close of business on November 16, 
1954. 

GEORGE SELLERS, Secretary 
November 5, 1954 
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TILING 
COMPANY, INC. 


COMMON STOCK DIVIDENDS 


Manufacturers of ft 
= AMERICAN — val 
: ENCAUSTIC tie 


SELEIRS 


Declared November 5, 1954 


Quarterly—15¢ per share 
Extra—10¢ per share 
Payable November 30, 1954 


Record Date November 23, 1954 


SSLRCS LASS SKCACAKRSATSRSRIR 


America’s OLDEST Name in Tile 


cad 
REX SHSEREAELRSESESLSARASSSSESSAEVLS 
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RVESL HS LEK IGL Ses TLR E ARS RLLTER TRE SSKSLKTNSBSSS 
BRESRRALLRTLeSSReL Pc aveseses 


KICK LSRSKSSRSEH RIS 























Joins Bache Co. Staff 


(Special to THE FINANCIAL CHRONICLE) 


PALM BEACH, Fla.—Robert X. 


de Marcellus has become affili- 
ated with Bache & Co., 271 South 
County Road. 


DIVIDEND NOTICES 


LION OIL 


COMPANY 


A’ regular quarterly 
dividend of 50¢ per share 
has been declared on the 








Capital Stock of this Company, pay- 
able December 15, *954, to stockhold- 
ers of record November 30, 1954. The 
stock transfer books will remain open 

E. W. ATKINSON, Treasurer 
November 3, 1954. 








RAILWAY COMPANY 





Common Dividend 
The Board of Directors of Nor- 
folk Southern Railway Company 
have declared a dividend of thirty 
cents (30¢) per share on the com- 
mon stock of said Company, pay- 
able December 15, 1954, to 
stockholders of record at the close 

of business December 1, 1954, 
Cecil M. SELF, President 


on 

















DEPPERELU PE PPERELL 
| MANUFACTURING 
COMPANY 


LFABRICS 


DIVIDEND NOTICE 


A regular quarterly dividend of Seventy- 
five Cents (75¢) per share has been declared 
payabie November 15, 1954, to 
of record at the close of business November 8, 
1954 

Checks will be 
lrust Company of Boston, Divide 
ing Agents 


Boston, October 29, 1954 





sioc’<holde Ss 


mailed by the Old Colony 
d Wisbur 
PAUL E 


CROCKER, Secrelary 











PACIFIC 
FINANCE CORPORATION 


DIVIDEND NOTICE 


A regular quarterly divi- 
dend of 50 cents per share on 
the common stock ($10 par 
value), payable December 
1, 1954, to stockholders of 
record November 15, 1954, 
was declared by the Board 
of Directors on November 3, 


1954. bho th 


B. C. REYNOLDS, Secretary 


f 


; 


The Board of Directors of 


| the toilowing quarterly 

Dec. 1, 

| business Nov. 5, 1954: 
Preferred Stock, 5.5! | 


Preferred Stock, 4.75 
Preferred Stock, 4.50 
Ci mon Sto k 


| Pi 
TEXAS EASTERN O y ep 


Slade has been added to the staff! staff of H. L. Robbins & Co., Inc., | 
of Emerson Cook Company, 234! 40 Pearl Street. 
South County Road. 


| 
} 
| 
| 


i 30, 


| quarterly 


NORFOLK SOUTHERN revevic on December 13, 1954 to pM 


15, 1954 


November 3, 


lommon and L referred Dividend Notice 


October 27, 1954 


dividends, all payable on 
1954. to stockholders of record 


Amount | 
per Share | 
rst Preferred Series $1.37 
Converuble Series $1.18% | 
: 1,] 7! 
Convertible Ser! $1.12’ | 
$0 35 | 
} ; 
Pat ‘(Oks — 2 | 
CU’ Secretary i 
J > 
‘Soyo 
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DIVIDEND NOTICES 





©’ okiep Copper Company 
Limited 


Dividend No. 32 

The Board cf Directors today declared a 
dividend of ten shillings per share on the 
Ordinary Shares of the Company payable 
November 30, 1954. 

The Directors authorized the distribution 
of the s.id dividend on December 10, 1954 
to the holders of record at the close of busi- 
ness on December 3, 1954 of American 
shares issued under the terms of the Deposit 
Agreement dated June 24, 1946. The divi- 
dend will amount to approximately $1.40 
per share, subject, however, to any change 
which may occur in the rate of exchange 
for South Africa funds prior to November 

1954. Union of South Africa non-resi- 
dent shareholders tax at the rate of 7.2% 
will be deducted. 

By Order of the Board of Directors, 

F. A. SCHECK, Secretary, 
New York, N. Y., November 4, 1954, 








The Singer Manufacturing 
Company 
Board of 


The has 


cents 


Directors 
dividend of fifty 


declared a 


of record at the close of business on November 


DH 


1954 


ALEXANDER, Secretary, 





Stauffer 


Since 


STAUFFER CHEMICAL 


COMPANY 
DIVIDEND NOTICE 


The Board of Directors has declared 
a dividend of 32'2¢ per share on the 
common stock payable December 1, 
1954 to stockholders of record at the 
close of business November 24, 1954. 


Christian deDampierre 
Treasurer 


yess 
















PHELPS DODGE 
CORPORATION 


© 
The Board of Directors has 


declared a fourth-quarter divi- 
dend of Sixty-five Cents (65¢) 


per share, payable December 
10, 1954 to stockholders of ree- 
ord November 19, 1954; also 


a year-end extra dividend of 
Forty Cents (40¢) per share pay- 
able 1955 to stock- 
holders of record December 17, 
1954. 

This makes total dividends de- 
clared in 1954 of Three Dollars 
($3.00) per 


January 7, 


$12.50 par value 
share. 
M. W. URQUHART, 
Treasurer. 
} November 4, 1954 




































he Company has declared 





at close of i! 











48 (1972) 


FF \ 

\ 
a eee 
SUT ST TTS 


~ Ue aime, Behind -the-Scene Interpretations 
, from the Nation’s Capital 


WASHINGTON, D. C. — Per- 
thaps a very special meaning of 
fhe Nov. 2 election is that the 
#reater the repertoire of pro- 
posals the President places be- 
for the 84th Congress, the worse 
She results will be in terms of 
extending Federal intervention 
én business, in welfare pro- 
grams, and inflation of expendi- 
éures. 

Observers reach this conclu- 
Sion by reasoning out what hap- 
pened in the election. 

One of the first consequences 
of the election is that neither 
q@arty is in firm control of the 
Sederal Government. Obviously 
the Republicans do not control 
&he House and even if they 
should organize the Senate 
which now looks doubtfui, 
would control it only ina formal 
sense. The control of committee 
ghairmanships is normally im- 
portant, but will be less so than 
jn the 83rd Congress, for with 
Democratic control of the House 
the initiative which comes over 
Segislation from committee 
chairmanships in the Senate is 
theavily circumscribed. 

Likewise the Democrats do 
mot control the Congress with 
their narrow margins, even 
though they now seem slated to 
end up organizing the Senate. 
In such a case formal control 
would theoretically be of con- 
siderable importance, but the 
Senate lacks decisive Demo- 
cratic voting strength, and the 
pulling and hauling among 
Democrats who will be devoted 
to stopping Adlai Stevenson and 
those who will be his Senate 
partisans will make for a lack 
of cohesion within the party. 
in the House, control is by rules 
naturally tight. 

Mr. Eisenhower has the power 
of veto. This amounts to a 
“vote” of one-third of the Con- 
eress, for it takes a two-thirds 
wote to override a veto. 

Two preliminary conclusions 
thus develop. It will be exceed- 
ingly difficult for all the Demo- 
crats in Congress to get to- 
gether to develop from the 
Congressional stage a “party 
alternative,’ and a clear-cut 
party alternative to serve as a 
counter to the Eisenhower pro- 
gram. 

Second, neither party may 
express its separate will to fi- 
mality. 


May Pitch Stand In House 


Parenthetically, IF the House 
Democratic leadership is able, 
aggressive, and effective, it may 
come to be the chief intrument 
upon which the Democratic 
party will rely both for frus- 
trating the Eisenhower Admin- 
astration, and for shaping up 
the alternative ‘Democratic 
program” as the party’s lure for 
the voting fishes in 1956. 

In 1930 under John N. Garner, 
the Democrats had this able, ag- 
gressive, and effective leader- 
ship, and hamstrung Herbert 
Hoover beautifully. Sam Ray- 
burn has much of the political 
ability of Jack Garner, but is 
mot as young as he used to be 


One of the mysteries of the 
83rd Congress was why the 
Democrats did not trot out al- 
ternative social security and 
housing programs and dust 
them off as more expensive 
alternatives to the correspond- 
ing Eisenhower programs of the 
83rd Congress, sayire loudly. 
“Mr. Eisenhower, what you 
have isn’t good enouch—take 
this.” This is the classical kind 


of reaction, but it scarcely ap- 
peared in 1954. 


Expect Confusion, 
Little Legislation 


The purely orthodox inter- 
pretation of the outlook ahead 
is that there will be indescrib- 
able confusion with little ac- 
complished in the way of actual 
legislation. The Democrats will 
devote themselves, according to 
this outlook, to hamstringing 
the Administration, to investi- 
gating it, to generally frustrating 
the White House and to trying 
to cut down Mr. Eisenhower. 

Certainly this is likely to be 
the dominant note. There will 
be investigations, especially if 
the Democrats organize the 
Senate, and investigations from 
which just incidentally Mr. 
Eisenhower in the course of 
things may learn something of 
the gentility of others besides 
Senator Joe McCarthy when 
they whiff the scent of political 
blood. And there will be many 
attempts to hamstring and block 
the President, many of them 
successful, and there will be 
great noise and confusion 


Will Go For Welfare 

On the other hand, the per- 
formance of the 83rd Congress 
sets up a shade of doubt that 
the legislative results of the 
84th Congress may be small, 
for certain. 

As was reported in this col- 
umn last week, Mr. Eisenhower 
in his address to the National 
Security Industrial Association, 
indicated that while he ex- 
pressed an interest in reducing 
Federal expenses and taxes, he 
was also vitally interested in a 
considerable range of spending 
and welfare programs. 

In particular the President 
spoke of bringing about an ex- 
panded national production of 
$150 billion annually te be 
achieved over a decade, the 
prevention of anxiety and per- 
sonal distress, the improvement 
of the social security and un- 
employment systems, the need 
for better schools, a big high- 
way construction program, and 
the development of water power 
and soil conservation in the 
great river valleys—all projects 
reminiscent of the Truman Ad- 
ministration. 

In theory an opposition in a 
position to check an Adminis- 
tration is not concerned with 
immediate legislative achieve- 
ments along the lines of its al- 
leged party doctrine. Instead it 
gleefully takes advantage of its 
power to show up the President 
and his Administration as futile 
and accomplishing little or 
nothing. The accomplishments 
are purposely postponed by the 
opposition until the day they 
come into power. 

This did not happen in 1954's 
session, and 1955 could possibly 
be different or not. Whereas 
the Democrats had an elaborate 
social security program with a 
more bountiful scale of benefits 
and the gadget of disability in- 
surance, they scarcely men- 
tioned it. When the Eisenhower 
Administration brought out its 
elaborately inflationary Housing 
Act of 1954, the Democrats did 
not trot out their “‘middle in- 
come housing bill” as a gilt 
and shining alternative, but 
only fussed over the amount of 
public housing. 

What happened in 1954 was 
that enough Democrats thought 
that Eisenhower's social secu- 
rity, housing, and other welfare 
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sage 


ve just been elected to Congress—can you tell me 


where | get that gravy train I’ve heard so much about?”’ 


programs were good enough so 
that they didn’t dare vote 
against them, and could cite 
their support of them as argu- 
ments in support of their own 
campaigns for re-election. 


May Amend 
Ike's Proposals 


So if Mr. Eisenhower trots 
out the whole repertoire of 
welfare and spending programs 
unfinished from 1954, or the 
specific projects he mentioned 
in his address before the Na- 
tional Security Industrial Asso- 
ciation, he may find that instead 
of being buried and saved for 
action by an intended later 
Democratic government, that 
many of them will get on the 
statute books. 

But not before they 
amended, however, 
liberalized. 


are 
and are 


This can be illustrated. As to 
“health insurance” the Presi- 
dent proposed an “reinsurance” 
scheme which initially would 
supposedly cost only $25 mil- 
lions, but obviously would ex- 
pand in later years. There is 
every reason to suppose this 
will be advanced in 1955. With- 
out control of Congress, how- 
ever, the President probably 
would see this program amended 
to move much more rapidly 
toward full compulsory health 
insurance. 


The President expects to pro- 
pose a $50-billion roads pro- 
gram. It is suspected that the 
Administration would like to 
get this scheme legislated and 
then turn it on or hold it down 
according to what it saw as the 


business prospects, accelerating 
spending if it feared unemploy- 
ment. 


When the Congress gets a 
hold of it, however, in all like- 
lihood it will be approved with 
the idea that it go immediately 
forward full blast. 


Some Uncertainties 


At this stage it is not known 
whether Mr. Eisenhower will 
sense this situation, and toss as 
few bones as possible to the 
enemy to tear apart. It is not 
known whether the Democrats 
will revert to the classical, and 
seek merely to stop everything 
possible and save its legislative 
mastication until 1957, when the 
Democrats will hope they will 
be around to take credit. 


On the other hand, the ex- 
perience for 1954 is not too 
sanguine to guarantee that in 
{955 Congress, although uncon- 
trolled by the White House and 
sharply divided between the 
parties, will fail to pass much 
expensive legislation. In 1954 
Mr. Eisenhower was advised by 
certain key leaders to take it 
easy, develop a limited program 
for the record, at the “legislative 
conferences” before Christmas 
1954. Mr. Eisenhower disre- 
garded this advice, and some of 
those who advised’ him thusly 
in 1954 will not be around to 
give such advice in 1955, be- 
cause they have been retired 
from the scene. 


(This column is intended to re- 
flect the “behind the scene” inter- 
pretation from the nation’s Capital 
and may or may not coincide with 


the “Chronicle’s” own views.) 


* CARL MARKS & Co. INC 


FOREIGN SECURITIES SPECIALISTS 


SO BROAD STREET - 
TEL: HANOVER 2-0050 











NEW YORK 4, N. Y. 
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Business 
Man’s 


Bookshelf, 


Capital and Output Trends in the 
Mining Industries 1870-1948 — 
Israel Borenstein — National 
Bureau of Economic Research, 
Inc., 261 Madison Avenue, New 
York 16, N. Y. (paper), $1.00. 


Company Experience With the 
Employment of Negroes — se- 
lected references—Industrial 
Relations Section, Princeton 
University, Princeton, N. J, 
(paper), 20c. ° 


Contributions of Survey Methods 
to Econumics — edited by Law- 
rence R. Klein—Columbia Uni- 
versity Press, New York 27, 
N. Y. $5.00. 


Foreign Exchange Regulations in 
Great Britain—Supplement 10— 
Bank for International Settle- 
ments, Basle, Switzerland 
(paper). 














How to Invest Wisely—Stanley D. 
Ryals and E. C. Harwood—Arco 
Publishing Company, Inc., 480 
Lexington Avenue, New York 
17, N. Y. (cloth), $2.00. 


Liberia — illustrated brochure — 
Edward K. Moss, 1025 Connec- 
ticut Avenue, N. W., Washing- 
ton 6, D. C. (paper). 


Montgomery’s Federal Taxes (35th 
Edition) — The Ronald Press 
Company, 15 East 26th Street, 
New York 10, N. Y. (cloth), 
$15.00. 


Utah Secs. Co. Opens 


SALT LAKE CITY, Utah—Utah 
Securities Company is engaging 
in a securities business from of- 
fices in the Ness Building. J. Karl 
Maxwell is a principal of the firm, 


Now Coombs of Wash, D.C. 

WASHINGTON, D. C. — The 
firm name of Atlantic Associates 
Brokers & Dealers; 1424 K Street, 
N.W. has been changed to Coombs 
& Company of Washington, D. C. 


Now Kahlmus, Smith & Co. 

MERIDIAN, Miss. — The firm 
name of Kahimus & Co., 2304 
Fourth Street, has been changed 
to Kahlmus, Smith & Co. 


A. W. Egbert Co. Opens 

OGDEN, Utah —Allan W. Ege 
bert is engaging in a securities 
business from offices at 2306 Iowa 
Avenue under the firm name of 
Allan W. Egbert Company. 





We have available copies of 
an Analysis of 


RIVERSIDE CEMENT 


CLASS B COMMON STOCK 


recently prepared by 


THE OVER-THE-COUNTER 
SPECIAL SITUATIONS SERVICE 


This analysis shows why this 
stock offers an excellent op- 
portunity for capital gains. 


A copy will be sent on request, 


LERNER & CO. 


Investment Securities 
10 Post Office Square, Boston 9, Mass. 


Telephone 
HUbbard 2-1990 


Teletype 
BS 69 














